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DEPARTMENT OF DEFENSE AND RELATED INDEPENDENT 
AGENCIES APPROPRIATIONS FOR 1953 


TuHurspay, JaANuARY 10, 1952. 
WORLD MILITARY SITUATION 


WITNESS 
GEN. OMAR N. BRADLEY, CHAIRMAN, JOINT CHIEFS OF STAFF 


Mr. Manon. The committee will come to order. 

This is January 10, 1952, the first week of the second session of the 
Kighty-second Congress. 

We are beginning our hearings for the year with respect to the mili- 
tary program and with respect to the fiscal 1953-year budget. 

We expect to meet from time to time throughout this session of 
Congress and fully explore various requirements, as well as the oper- 
ation, of the Military Establishment. 

We do not have available to us at this time the President’s budget. 
It will perhaps be presented next week. 

According to the newspapers—and I quote only the newspapers— 
the budget will be in the range of $50 billion to $52 billion. 

We do not expect to discuss the budget itself today. The first part 
of these hearings will probably not be entirely in chronological order 
in view of the fact that we will be called upon to discuss a number of 
matters, and inquire into a number of separate matters, prior to the 
time that we actually have the breakdown from the Army, Navy, 
and Air Force of the 1953 budget. 


INFORMATION FrRoM MEMBERS OF CONGRESS 


As members of the committee know, we have called upon all Mem- 
bers of the House of Representatives to cooperate with us in presenting 
information that will be helpful in improving the military program and 
in eliminating to the lowest possible minimum waste and inefficiency 
in the operation of the services. I trust that Members of the House, 
regardless of their committee assignments, will make available to us 
during the hearings anything that would be helpful to us in reducing 
expenditures and securing greater efficiency. 

At a later date, I will take the floor of the House of Representatives 
and invite all Members to supply this committee with any information 
which would be helpful. 

Congressman Sheppard, vice chairman of the committee, offered a 
suggestion a few days ago that I think very fitting and proper, and I 
expect to follow through on it. We must all work together as a team 
in an effort to do the very best possible job for this Government. 


(1) 
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We are beginning our hearings today by having before us the top 
military man in Government, General Bradley, Chairman of the Joint 
Chiefs of Staff. 

General Bradley, you have been before us many times. We are 
always pleased to have you. We are not going to inquire into the 
1953 budget today. We want to talk in broad terms about the ever-all 
world picture, and we want you to give us any information which 
would be helpful and pertinent at this time. 

It may be that a lot of the information you will supply will have to 
be off the record, but whatever you want to put on the record, for the 
benefit not only of this committee but for the Congress as a whole, we 
will be glad to have. 

Most of all, we want you to be completely at ease in giving us your 
impressions and views with respect to the military picture. 

We are going to be called upon to appropriate a lot of money this 
year, and there is already a lot of money that has been appropriated 
but has not been spent. We want to take the necessary steps toward 
these two propositions. So, General, if you will proceed, we will be 
pleased to hear from you. 


GENERAL STATEMENT 


General Brapitey. Mr. Chairman and members of the committee 
I understood you would like to have a sort of round-up of the world 
situation, and I have prepared certain figures and maps which I 
thought would be helpful, because we certainly appreciate the great 
task you have in trying to figure out how much money should be 
appropriated for the armed services in order to meet the threat 
throughout the world; and the only way that you can properly judge 
that is by knowing as much as possible of the threats that confront 
us and the means by which we try to meet them. 

A lot of the information that I have prepared here is right out of 
the intelligence files; in fact, most of it is, and so it is of a secret nature. 
1 will give you some information that is not secret, but I would like to 
state at this time this is one committee in which I feel perfectly free 
to speak frankly, because it has never been my experience that you 
have repeated anything that was said off the record. I want you to 
know that I certainly appreciate that. It enables me to talk much 
more freely to your committee than I otherwise would be able to 
speak. 

Mr. Manon. We want to assure you that we will continue to 
respect that request, General. 

General Braptey. I would suggest that I go to these maps and 
give you this information. Then, when I get through, you may have 
some questions that you would like to ask. I will try to answer any 
questions that you may have, if that is satisfactory to the committee. 

Mr. Manon. You can check the record and see to it that it makes 
sense, and anything that you think should come out, take it out. 

General Brapuey. Off the record. 

(Discussion off the record.) 

Mr. Manon. General Bradley, during the last hour and 40 minutes 
you have given us a rather interesting picture of the world situation. 

Now, in the light of the world situation, as you have outlined it, 
it would appear that possibly we are going along on a military program 
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far short of an all-out mobilization. I presume you do not feel that 
we should now undertake an all-out mobilization of our forces? 
General Brap.ey. I do not think that we should. 


OvtTLOOK FOR WAR 


Mr. Manon. What does the picture look like with reference to 
whether or not the present war tensions will continue as they are, 
get worse or somewhat abate? 

General Brapuey. As I see it, there is little chance of the situation 
getting better, as far as Russia changing her attitude is concerned. 
If we can ever reach a point where we can, with the assistance of our 
allies in Europe, demonstrate our effectiveness, her attitude may 
change. 

But some people seem to think that Russia reacts from a fear of our 
friendship more than a fear of our enmity. If our enmity was greater 
than our friendship, it may be that she would begin to fear it more 
than she fears our friendship, which might present a different picture. 

There are those who think she fears our friendship more than she 
does our enmity. 

Mr. Manon. What do you mean by “fears our friendship’’? 

General Brap.tey. They do not fear our enmity very much, because 
they do not regard us as strong enough to hurt them. 

Mr. Manon. But they know we are strong enough to hurt them. 

General BrapLey. We can hurt them, but they know that we cannot 
take any of their territory. Surely we are strong enough to hurt 
them in the sense that we can retailiate. 

Mr. Manon. Will you also reply as to why they fear our friendship? 

General BrapLEy. Suppose we were friendly enough to get behind 
the iron curtain among the Communists, and everybody were free 
to do that. They feel they cannot afford to have us freely mingling 
with Communists. : 

Mr. Manon. In other words, they feel they cannot afford to let the 
people know the truth about the outside world? 

General Brapuey. That is it. 

Mr. Manon. Well, that is a very interesting sidelight, and I can 
see the point you make in your observation, 


SpreeD oF UNtrep States Minitary Burip-vue 


Do you think it possible, insofar as you can now tell, giving us your 
best judgment—and that is all you can give—that we should go along 
with the military build-up at about the pace we are now proceeding? 

General Brapuey. Yes, at approximately the pace. Whether we 
can keep it at the same pace or not, I am not in position to say; but, 
from the defense angle, it seems to me that we should reach the point 
as soon as possible where we can make them afraid of our enmity, 
which I think would change the situation very much. 

Mr. SHepparp. May I state it this way: Your concept, is predicated 
something like this, on a 60-40 basis, if we were 60 percent stronger. 

General BrapLey. Well I have never tried to break it down into 
percentages. 

Mr. SuHepparp. I understand. I am merely trying to paraphrase 
the picture. You have presented a very interesting point. In other 
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words, in the negotiations with Russia, if we were in position to say to 
Russia that we are not concerned with your operation and you can 
carry on your business as you see fit, we will leave you alone, but if 
you try to create a condition which you try to impose on us, then 
you are going to have to face our enmity. 

General Brapiey. The point I was trying to bring out was that 
they seem to fear our friendship. 

Mr. Manon. General, when we have the regular budget here, we 
will want to discuss at that time the adequacy of the program, but 
we will not take that up today. 

Mr. Cannon, our chairman, is here—do you have any questions? 

Mr. Cannon. Nothing further; no. 

Mr. Manon. Mr. Sikes? 

Mr. Sixes. None at the moment. 

Mr. Manon. Mr. Riley? 

Mr. Ritey. General, if we have an armistice, do you think we will 
have to keep our troops over there or not? 

General Brapitey. We will have to keep something, and exactly 
how we would work that out and redistribute the number is something 
that will have to be done. It has not been worked out and would have 
to depend upon final developments. It is one of the things that will 
have to be worked out. 

Mr. Manon. Mr. Taber? 

Mr. Taser. General, you would not say that we are progressing 
faster than Russia is in building up from the military standpoint, 
would you? 

General Brapuey. I believe that we are making more progress than 
Russia. Russia started much earlier than we did. But our improve- 
ment has been very large. But we still are not equal to them. 

General Brap.uey. I think if we can carry out this program, which 
will be outlined m this budget, we will gain very substantially—that 
is, ourselves and our friends in Europe—will be gaining very sub- 
stantially. 


INTRODUCTION OF NEw WEAPONS AND EQuIPMENT 


Mr. Taser. Has there been any marked change in the thinking of 
the military as to the value of different types of equipment, such as 
fighter-type of bombers, or tanks, or anything of that character? 

General Braptey. Yes. 

Mr. Taper. And as to the value of them? 

General Braptey. I do not believe that we have ever been faced 
with as many difficult problems in trying to recommend forces, as we 
are this year, because we are in a transition stage. We are, for in- 
stance, in the transition stage from the conventional type of plane to 
the jet. 

(Off the record discussion.) 

Mr. Wiacieswortu. I have a few questions which I would like to 
ask you, General, off the record. 

(Discussion off the record.) 


ApDopTION OF IMPROVED TECHNIQUES OF ENEMY WEAPONS 


Mr. Sixes. I have heard reports of some very effective weapons 
which have been developed by the combination of Russian scientists, 
German technologists, and unlimited slave labor; weapons that have 
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proved themselves in combat, including small weapons such as light 
machine guns. 

Are we finding in those weapons features which we think offer 
something that we might utilize, and are we taking advantage of new 
developments we find in the other fellow’s weapons by incorporating 
these advantages into our own weapons? 

General Braptey. I do not know just what weapons you refer to. 

Mr. Stxes. Let us make it any weapon now in use in Korea. 

General Braptrey. We have teams in Korea whose job is just that— 
to pick up any new ideas and to study them so as to make use of them. 
To my own knowledge, I know of no weapons we have picked up that 
were revolutionary, or were particularly ahead of ours. I do not 
know what you have reference to. 

Mr. Sixes. I have reference particularly to a light machine gun 
developed by the Reds that I have heard has been quite effective, 
some of which we have captured. A number of officers in my presence 
called it a very superior weapon. I wonder if it has been called to 
your attention, or to other people on the policy level. 

General Brapuey. It has not been called to my attention. It 
would not necessarily be called to my attention; it would be called to 
the attention of General Collins. It would be entirely out of my 
province. 

Mr. Sixes. I wonder if the committee could be provided with in- 
formation about any new weapons that have been developed by the 
Soviets which possess superior qualifications and from which we might 
gain lessons. 

General Brapiey. Yes. My suggestion on that would be, with 
your permission, to pass that request on to the three services and let 
them be prepared to answer that question when they come up here. 
The Navy may have encountered some mines that have some new 
features to them, but I am not familiar with the technique of them. 

Mr. Sixes. The story is going around that some superior weapons 
have been developed and that we could afford to utilize some of the 
qualifications possessed by those weapons. I would like to know from 
the committee’s standpoint, first, whether such weapons have been 
developed, and then, if they have been, if we are utilizing any of those 
qualifications. 

General BrapLey. With your permission, I would like to pass that 
-on to the three services and they will be prepared to answer it because 
it is a technical thing with which I am not familiar. 


INSTABILITY OF CONSTRUCTION PROGRAM 


Mr. Sixes. I have been disturbed on more than one occasion by 
developments which made me wonder whether the program which you 
people bring to us is a firm program. I will phrase my thought from 
this standpoint: When we are requested to provide money for bases, 
and then within a month or two the plans are changed so that those 
bases are not built but other bases elsewhere are desired, it leaves 
members of this committee in a puzzled and in an embarrassing posi- 
tion. Having gone to the floor in good faith.to justify the need for a 
base in a certain area, if within a short time we find out you do not 
need a base in that area, we wonder just how firm your program is and 
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how much time and thought has gone into the study of the real 
necessity for these bases. 

General Br. ADLEY. At the time they are decided upon very careful 
consideration is given to them. 

Now, I will admit we make mistakes. F urthermore, the character- 
istics of the bases change from time to time as weapons change and the 
range of your plans change, or others become available. 

Mr. Sixes. At the moment I am talking about bases in the zone of 
the interior. 

General Brap.ey. Well, I should think we certainly ought to give 
you a firm recommendation on bases. I agree with you it is a very 
undesirable thing to give you a justification for a base in one place and 
immediately change it to another. I certainly think we ought to 
avoid that. 

Mr. Manon. General Bradley, we thank you very much for your 
appearance. 

We will meet again formally Tuesday morning at 10 o’clock to hear 
representatives of the National Security Council. However, we will 
meet tomorrow with the Secretary of the Navy and other officers of 
the Navy for the purpose of receiving a report on the progress of the 
highly important guided missile program. 


TuEespay, JANUARY 15, 1952. 
NATIONAL SECURITY COUNCIL 
WITNESSES 


JAMES S. LAY, JR., EXECUTIVE SECRETARY 
S. EVERETT GLEASON, DEPUTY EXECUTIVE SECRETARY 
E. R. SAUNDERS, COMPTROLLER 


SALARIES AND EXPENSES 


Amounts available for obligations 





1950 actual | 1951 estimate | 1952 estimate 








Appropriation or estimate _ _ _- RTS: . $160, 000 | $160, 000 00 | $186, 000 
Unobligated balance, estimated savings. , ‘ -| 40, 131 : |-------------- 


Total obligations......_..-- scutes i eeksas aa 119, 869 160, 000 | 186, 000 


Obligations by objects 





| | 
| . | : 
1951 actual 1952 estimate | 1953 estimate 





Summary of Personal Services | 


Total number of permanent positions Bt ; oe 20 25 | 28 
Average number of all employees EST OIL EY Som 18 | 21 | 25 
Average salaries and grades: | 
General schedule grades: } | 
Average salary.................. Ree er $5, 357 | $6, 119 | $6, 153 
Average grade __- Bie EEE TSS GS-82 | GS-8.8 | GS8-8.9 
Crafts, protective, and custodial grades: | | 
Average salary __-_- ae MS $2, 690 $3, 070 $3, 150 


Average grade ASI EE BS: sea adtnins ceeat ieee CPCH | _CPCH | CPC+4 





7 
e 


Obligations by — s—Continued 





' a REELS Feed rene: & 
} 
1951 actual | 1952 estimate | 1953 estimate 


j 





Ol Personal services: 


Permanent positions eh ee $105, 761 | $138, 466 $163, 346 
Part-time and temporary positions... sak j ‘ ‘ | 5, 000 5, 000 
Regular pay in excess of 52-week base : 534 654 
Payment above basic rates__-- Sawa ; _ 8, 537 4, 000 4, 000 

Total personal services. Shane ears - 109, 298 148, 000 173, 000 

02 Travel SR a < 357 2, 500 2, 500 
4 Communication services i 1, 502 2, 000 2, 000 
06 Printing and re production re 393 1. 000 1, 500 
07 Other contractual services H 436 | 2, 000 2, 000 
08 Supplies and materials 3, 445 2, 500 3, 000 
09 Equipment ‘ 4, 438 2, 000 2, 000 
Obligations incurred. he pasate Lncardte inte hik 119, 869 160, 000 186, 000 


Mr. Manon. We ee our first meeting of the committee for this 
year on Thursday, January 10, and we have since then met with the 
Secretary of the Navy and other officials. We are resuming our 
hearings this morning. 

Mr. Lay, you are here as executive secretary of the National 
Security Council. 

We recognize that the official budget of the President has not been 
presented to the Congress; nevertheless, you have firm figures for 
your estimate for the fiscal year 1953. 

Mr. Lay. Yes. 

Mr. Manon. We do not want to spend.a great deal of time dis- 
cussing preliminary matters in view of the fact that we are all familiar 
with the operations of vour Council, but we would like for you to 
make a brief statement, Mr. Lay, about your requirements. You 
may proceed. 

GENERAL STATEMENT 


Mr. Lay. With your permission, I should like to explain briefly 
the requested appropriation of $186,000 for the National Security 
Council for fiscal year 1953. This is an increase of $26,000 over 
the $160,000 which was appropriated and which is estimated will be 
obligated during fiscal year 1952. Since this increased request is due 
primarily to the establishment of a new reporting unit within the 
Council’s staff, I shall devote my comments principally to the origin 
and duties of this unit. 

As you know, the Council’s statutory membership consists of the 
President, the Vice President, the Secretaries of State and Defense, 
the Director for Mutual Security, and the Chairman of the National 
Security Resources Board. At the direction of the President, the 
Secretary of the Treasury and the Director of Defense Mobilization 
participate in all Council activities, while the Chairman of the Joint 
Chiefs of Staff and the Director of Central Intelligence attend all 
Council meetings. In addition, at the President’s direction the heads 
of other executive departments and agencies participate with the 
Council when matters of direct concern to them are under consider- 
ation. 

The statutory function of the Council is to advise the President 
with respect to the integration of domestic, foreign, and military 
policies relating to the national security. The Council performs 
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this function by recommending to the President the policies and 
programs which are required for our national security in the light of 
the world situation facing us. In addition to recommendations on 
specific countries, areas, or subjects, the Council periodically reviews 
and appraises the entire world situation and the status of all United 
States security policies and programs in order to recommend any 
changes therein which may be required by existing or anticipated 
developments. The specific programs involved include our military 
and mobilization programs, foreign military and economic assistance, 
civil defense, stockpiling, foreign information, foreign intelligence and 
related activities, and internal security. 

Following one of these periodic reviews and appraisals, the President 
last August directed the establishment, as a part of the NSC staff, of 
a small reporting unit which will keep currently informed on the status 
of all of our national-security programs, and insure that such status 
reports as may be required are made available promptly to the 
President or the other members of the National Security Council. 
The principal duty of this reporting unit is to work with the responsible 
departments and agencies to be sure that the various status reports 
made by them contain the necessary information and fit together 
without gaps or unnecessary duplication. 

This new status-reporting unit, therefore, is designed to supplement 
the work of the regular staff organization which prepares for Council 
consideration draft recommendations to the President on national- 
security policies and programs. ‘This staff organization consists of a 
combination of a nucleus of permanent career Council employees and 
of officials detailed from the participating departments and agencies. 
The career Council employees provide continuity and coordination, 
while the detailed officials furnish a means of marshaling the resources 
of their respective departments and agencies. The principal staff 
unit is the senior NSC staff, which is composed of eight officials 
designated by the President on the nominations, respectively, of the 
Secretaries of State, Defense, and the Treasury, the Director of 
Defense Mobilization, the Director for Mutual Security, the Chairman 
of the National Security Resources Board, the Joint Chiefs of Staff, 
and the Director of Central Intelligence. This high-level group, 
headed by the Executive Secretary, is aided by a group of staff 
assistants detailed full-time to NSC work by the participating depart- 
ments and agencies, headed by a coordinator on the career Council 
staff. Other staff groups are occasionally established for particular 
projects, and representatives of other agencies sometimes participate 
in the NSC staff work. This staff organization, which was created a 
year and a half ago after almost 3 years of previous experience, 
has proven to be the most effective yet devised to assist the Council in 
discharging its responsibilities. 

Except for the addition of the Reporting Unit, therefore, no sig- 
nificant changes in the permanent NSC staff are proposed in this 
budget other than normal promotions and some strengthening of the 
administrative arrangements. This staff now consists of 21 em- 
plovees out of an authorized 25. It is planned that the four remaining 
positions will be filled during the course of the current fiscal year. 
The establishment of the Reporting Unit, however, requires the 
services of three additional personnel. The duties of this Reporting 
Unit are initially being performed by existing staff personnel with the 
assistance of representatives of the participating departments and 
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agencies. This additional duty can be absorbed temporarily during 
the remainder of this fiscal year by recruitment up to the presently 
authorized strength of 25 positions. 

However, the requested increase to an authorized strength of 28 
positions during fiscal year 1953 will be required to handle on a con- 
tinuing basis the regular staff work plus the activities of the Reporting 
Unit. I believe that the record to date furnishes ample proof of the 
desire and intention to keep the NSC staff as small as possible com- 
mensurate with its duties of assisting the Council in its important 
function. When the Council was created in 1947, it was anticipated 
that a total of 30 career employees might be needed on its staff. 
Despite the heavy responsibilities placed on the Council by the de- 
veloping world situation, the Korean conflict, and our mobilization 
effort, the size of the NSC staff has been kept well within this original 
estimate, and appropriation requests have been reduced accordingly. 
It is only because of the sincere conviction that the workload requires 
it that this budget requests an increase back up to 28 positions from 
the previous reduction to 25. 

Your approval of an appropriation of $186,000 is therefore earnestly 
requested so that the staff work for the Council may be effectively 
performed in the interests of our national security during this period 
of national emergency. 


NUMBER OF EMPLOYEES 


Mr. Manon. The total number of people that you have as of this 
date is approximately what? 

Mr. Lay. On the payroll, 21, Mr. Chairman. 

Mr. Manon. How many will you have on the payroll next year? 

Mr. Lay. The request is for 28, sir.. We have an authorization 
during this fiscal year of 25, sir. 

Mr. Mauon. This is the first request of the year for additional 
personnel. Your agency is quite small. You are requesting here three 
additional personnel? 

Mr. Lay. For this new function. 

Mr. Manon. Actually you are not up to strength on your request 
for 25 people for your agency for the current fiscal year? 

Mr. Lay. That is right. May I explain that, sir? 

We had planned to recruit early during the course of this fiscal year 
the authorized strength of 25. However, as you will notice, it was in 
August that the President assigned this new function; this new duty 
of a Reporting Unit to the organization. Recognizing that this new 
duty would require a different type of personnel from that which we 
previously had, I deferred the recruitment up to the 25 in order to 
find out what precisely this new duty was and what personnel require- 
ments would be required for that duty. 

Mr. Manon. Have vou sustained any great loss by reason of having 
postponed the recruitment up to 25? 

Mr. Lay. The workload has been increased on the existing person- 
nel. It has placed a heavier burden upon them. It is a burden that 
can be borne temporarily during a period like this, but over an 
extended period of time it would amount to what I would consider to 
be excessive overtime work for the existing personnel, and I just do 
not believe, in the interest of efficient operation, that it should continue 
as a regular practice. 
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OVERTIME WORK 


Mr. Manon. Who are these people who do the overtime? What 
kind of overtime work do they do? 

Mr. Lay. They are in both the professional and clerical grades. 
Of course, the clerical personnel are the ones credited with overtime. 
The professionals do it without additional compensation. 


ReEeportTING UNIT 


Mr. Manon. What is this reporting work? What is actually done 
through this new reporting system? 

Mr. Lay. Well, sir, as I mentioned, the Council at periodic intervals 
has been taking an over-all look at our security programs, and I 
have mentioned the various ones involved. The Council is trying to 
assure there is proper balance between the various programs; that 
one program is not too far ahead or behind the others. 

Our national security is taken care of by a well-rounded over-all 
program. Of course, we have been involved in our mobilization effort 
for somewhat.over a year now. It was felt by the President and by 
other members of the Council that some organization should be 
established that has constantly in view the status—that is, where 
we stand on all these programs so that they can be looked at together. 

Mr. Manon, Is that what you are trying to do? 

Mr. Lay. That is what this Reporting Unit is trying to do. 

Mr. Manon. The Reporting Unit does not just report what happens 
at your meetings? 

Mr. Lay. No, sir. We have regular staff members who do that. 
That is a continuing function. 

Mr. Manon. To whom do you report? 

Mr. Lay. To the President and other members of the Council. 
Essentially, what this Reporting Unit does is to pull together the 
reports made by the responsible departments. For instance, the 
Defense Department prepares many status reports on the military 
program. 

Mr. Wilson, as you know, puts out periodic reports on the mobiliza- 
tion effort and the stabilization program, and so forth. 

Mr. Manon. You coordinate that? 

Mr. Lay. We obtain all these reports, put them together; see that 
they do fit together, and that they give a complete picture and that 
they do not have gaps. 

Mr. Manon. Are you sure someone reads them? 

Mr. Lay. Yes. They have been very carefully read. At the pres- 
ent time, production is the one problem of principal concern from the 
national-security point of view——-where we stand on the production of 
military end items—and keeping up with that alone is a big job. 


FuNcTIONS AND RESPONSIBILITIES OF THE COUNCIL 


Mr. Surepparp. Am I to gather from the committee’s previous hear- 
ing and your comments at that time, plus what you have said this 
morning, that the information that is assembled through the respec- 
tive sources and coordinated for presentation to the policy-making 
group is pretty basically an accumulation of subject matter upon 
which policy determinations have already been made? 
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Mr. Lay. Yes. 

Mr. Suepparp. Which would obviously mean that the functions 
of the Council are extremely important as to their accuracy? 

Mr. Lay. Yes. 

Mr. Sueprarp. Now, how far does the function of compiling this 
information reach insofar as the international concept pertains? 
How far out does your information go covering the world situation? 

Mr. Lay. Do you mean on the conduct of our foreign affairs? 

Mr. SHEPPARD. Yes. 

Mr. Lay. Of course, the status reporting unit, as I have been men- 
tioning, is trying to deal with the tangible matters in the first instance, 
such as production, and so forth. 

We have had in existence, sir, on this question of where we stand 
in relation to our foreign policy—the conduct of our foreign policy— 
for some time a series of progress reports which are prepared by the 
agencies primarily responsible for implementing the policies recom- 
mended by the Council and approved by the President. He will 
designate the agency primarily responsible, and it will send in periodic 
progress reports to the Council so that the policy can be kept alive— 
can be reviewed in the light of developments and how well it is working 
out. Of course, in the field of foreign affairs, the State Department 
would be the normal one to submit such progress reports. So we 
do receive periodically from the Department of State a progress 
report on what activities have been carried on in executing any par- 
ticular policy with respect to a particular foreign country or to an 
international organization, and so forth. 

Such a progress report consists of two parts: One, a summary of the 
significant actions that have been taken to carry that policy out and 
what reactions have occurred as a result thereof and, secondly, a 
reevaluation of the effectiveness of the policy. So the Council does 
through that’ means keep track. 

Mr. SHepprarp. Based upon the information that is supplied to 
your respective committees from the various sources of governmental 
agencies, and so forth, is it within the province of your Council, having 
reviewed the subject matter presented, to make recommendations, or 
do you merely accumulate the data and then pass it to the top echelons 
for such conclusions as they may desire to make, and you make no 
recommendations? 

Mr. Lay. I described the principal staff unit as being the senior 
NSC staff. That unit which is composed not only of people on the 
permanent staff of the Council but also people from the various de- 
partments, does have the responsibility of reviewing all this material, 
these progress reports, and of making recommendations, in the first 
instance, to the Council as to changes in policy or new policy. If the 
Council approves those recommendations, they are then submitted to 
the President for his consideration. 

So it is essentially the senior staff that does that type of activity for 
the Council. 

Mr. Suepparp. Insofar as the actual value of the Council itself is 
concerned, in its complete function, it is indicated to me from your 
statement, again both as of last year and as of the present, that the 
information and recommendations made by this group of persons is of 
extreme importance to the Government, be it economic or inter- 
national. 
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Mr. Lay. In these days; yes. The President uses the Council as 
his staff organization to pull together the policies we are carrying out 
for our national security, and all these various fields—the military, 
domestic mobilization and foreign—are all integrated into policy 
recommendation to him through the Council. In these days that is 
a very important and vital function. 

Mr. SHepparp. I assume at the moment that the information from 
the military branches is accumulated from the respective Secretaries, 
and the information is funneled to you from that source; is that 
correct? 

Mr. Lay. Yes. We look to the Secretary of Defense. 

Mr. SuepparD. Do you consider that the report you get from those 
sources is put together carefully enough so that you feel free to 
recommend certain policies on the economic front as they apply 
within the continental United States under the expansion program? 

Mr. Lay. That information has been coming in in excellent form, 
sir. Of course, I do not mean to say that improvements are not 
now being made and cannot undoubtedly continue to be made. It is 
now the effort of this new reporting unit to try to help—not to do the 
work in the Defense Department—but to help the Secretary of 
Defense’s office to pull together this information in a very complete 
and comprehensive form so that he and the President have a thorough 
picture of where we stand as a basis for recommendations. 

The problem, as we move along on this rearmament program, of 
course, becomes greater. The procedures that sufficed a year ago 
have to be stepped up in light of the increased mobilization effort 
now, and it is a matter of keeping them geared up to the tempo and 
scope of our mobilization effort. 

Mr. Suepparp. Briefly, assuming that there is a progress report on 
the expansion program as applied to industrial production within the 
continental United States, then, in order that you would have informa- 
tion pertaining to that issue, it appears to me to be obvious that the 
Secretary of Defense would have to accumulate his information from 
the respective Secretaries, and the respective Secretaries in turn would 
have to acquire their information from those in command of certain 
operations in procurement and in comptroller functions. _ 

Mr. Lay. That is right. The Munitions Board, I believe, serves 
an important function in that respect in production scheduling. 

Mr. SHepparp. With regard to that particular point, have you had 
occasion to be close enough to the functions of the Munitions Board 
to determine whether or not their present method of procedure is so 
cumbersome that they are not actually accomplishing end results? 

Mr. Lay. We have not, as a matter of policy, gone into the internal 
organization of a department. The Secretary of Defense is responsi- 
ble for that. 

Mr. SuHepparp. And you take and evaluate the information that is 
supplied by him, irrespective of the source from which it comes to him? 

Mr. Lay. Yes. We try to be of any assistance we can to him in 
working that out. 

Mr. Suepparp. I have no further questions. 
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NAMES. AND BackGrounp or CounciL EMPLOYEES 


Mr. Taser. You already have 21 positions filled. I wonder if you 
would be able to give me the names and the titles of the positions. 

Mr. Lay. Would you like me to furnish it for the record, or provide 
it now? 

Mr. Taper. I would like for you to give it to us now, if that is 
possible. ' 

Mr. Lay. I am the executive secretary, sir. Mr. Gleason, who is 
here, is the deputy executive secretary. 

Mr. Taper. What is his first name? 

Mr. Lay. S. Everett Gleason. 

Mr. Taser. What is your background, Mr. Lay? 

Mr. Lay. My immediate background? 

I was formerly assistant executive secretary of the Council from its 
inception. Mr. Sidney W. Souers was the original secretary. Prior 
to that I was with what was then known as the Central Intelligence 
Group, because of my experience as an Army officer in intelligence 
during the war, for the last 2 years of which I was secretary of the 
Joint Intelligence Committee of the Joint Chiefs of Staff. 

Mr. Taser. How long were you in the Army in that connection? 

Mr. Lay. I was a Reserve officer and was called to duty in May 
1941 and served from May 1941 until the end of October 1945. 

Mr. Taser. What rank did you have? 

Mr. Lay. | left as a lieutenant colonel, a Reserve lieutenant colonel. 

Mr. Taser. At what did you start? 

Mr. Lay. I was a first lieutenant at the time that I was called to 
active duty in May of 1941. 

Mr. Taper. What did you do before that? 

Mr. Lay. I was in business with utility companies—with Stone 
& Webster. 

Mr. Taser. For how long? 

Mr. Lay. From 1937 until 1941, sir, following my completion of 
school work. I was a graduate of the Virginia Military Institute and 
then went 2 years to the Harvard Graduate School of Business 
Administration. 

Mr. Taser. Mr. Gleason, will you please give us your background? 

Mr. Gurason. For 4 years, before coming to the National Sec urity 
Council Staff as Mr. Lay’s deputy in March of 1950, I had been engaged 
in writing a history of United States foreign policy with Prof. W. L. 
Langer, of Harvard University, under the : auspices of the Council on 
Foreign Relations. 

Before that, during the war, I was in the Office of Strategic Services 
and was assigned by the OSS to the Joint Intelligence Staff of the 
Joint Chiefs of Staff in Washington. 

Prior to the war | taught history, first at Harvard University and 
after that at Amherst College, Amherst, Mass. 

Mr. Taser. The next is the assistant executive secretary. 

Mr. Lay. Mr. Hugh D. Farley. 

Mr. Taser. What is his background? 

Mr. Lay. Immediately preceding his work with the Council’s staff, 
he was in the State Department in the Division of International Con- 
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ferences, where, among other things, he was Secretary to the United 
States delegation to one of the Council of Foreign Ministers’ meetings 
in Moscow. As a result, he has had considerable experience in this 
type of activity. 

During the war he was with the Navy in the military government 
field as a Reserve officer. 

Mr. Taser. Where was he on duty there? 

Mr. Lay. I would have to look that up, Mr. Taber. 

Mr. Taper. I would like you to supply the background of all 
these employees receiving $5,000 or above and put it in the record. 

Mr. Lay. Yes. 

(The information following was supplied for the record:) 


James Selden Lay, Jr., Executive Secretary, National Security Council 

Presidential appointment (under Public Law 359, 81st Cong.), $15,000. 

Date of birth: August 24, 1911. 

Place of birth: Washington, D. C. 

Education: McKinley High School, Washington, D. C.; Virginia Military 
Institute (B. 8.), Lexington, Va.; Harvard University (M. B. A.), Cambridge, 
Mass. 

Former employment: July 1935—February 1936: Sales engineer, Virginia Eleec- 
tric & Power Co., Richmond, Va 

February 1936—-March mets See to general sales manager, Virginia Elec- 
tric & Power Co., Richmond, 

March 1937—April 1939: Pve tant to viee president in charge of sales, Stone & 
Webster Service Corp., New York, N. Y. 

April 1939-May 1941: Sales manager, Hegerstown Gas Co., Hagerstown, Md. 

May 1941—October 1945: Active duty as United States Army officer, including 
following essignments: November 1942—December 1943: Chief, British Isles 
Branch, Military Intelligence Service, War Department, Washington, D. C. 
December 1948-—July 1945: Secretary, Joint Intelligence Committee, Joint Chiefs 
of Staff, Washington, D. C. July 1945—-October 1945: G-2 member, Joint In- 
telligence Staff, Joint Chiefs of Staff, Washington, D. C. October 31, 1945: 
Terminated active duty as lieutenant colonel, United States Army Reserve. 

November 1945—February 1946: Assistant to Special Assistant to Secretary of 
State, Department of State, Washington, D. C. 

February 1946-December 1946: Secretary, National Intelligence Authority, 
Washington, D. C. 

December 1946-September 1947: Division Chief, Central Intelligence Group, 
Washington, D. C. 

September 1947—January 1950: Assistant Executive Secretary, National Secu- 
ritv Council, Washington, D. (¢ 

January 1950 to present: Executive Secretary, National Security Council, 
Washington, D. C. 


S. Everett Gleason, Deputy Executive Secretary, National Security Council 

GS-17; $13,200 per annum. 

Date of birth: March 14, 1905. 

Place of birth: Brooklyn, N. Y. 

Education: Evanston High School, Evanston, Ill.; Harvard University (A. B.; 
A. M.; Ph. D.), Cambridge, Mass.; University of Paris, Paris, France. 

Former employment: September 1929-July 1938: Instructor in history, govern- 
ment, and economies, Harvard University, Cambridge, Mass. 

July 1938-December 1942: Associate professor of history, Amherst College, 
Amherst, Mass. 

December 1942-February 1943: Army Air Forces, special consultant, Wash- 
ington, D. C. 

February 1943-June 1948: Chief, Current Intelligence, Office of Strategic 
Services, Washington, D. C. 

June 1943-October 1945: United States Army, OSS representative on Joint 
Intelligence Staff, Joint Chiefs of Staff, Washington, D. C. 

October 1945: Terminated active duty as lieutenant colonel, United States 
Army. 

November 1945—April 1946: Representative on Joint pnbeltige nee Staff, Depart- 
ment of State, Washington, D. C. 
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April 1946-March 1950: Historian, Council on Foreign Relations, New York, 
Y 


March 1950 to present: Deputy Executive Secretary, National Security Coun- 
cil, Washington, D. C. 

Hugh D. Farley, Assistant Erecutive Secretary, National Security Council 

GS-15; $11,550 per annum. 

Date of birth: February 12, 1913. 

Place of birth: Utiea, N. Y. 

Education: 1918-26: James Kemble Grammar School, Utica, N. Y.; 1926-27: 
Utica Free Academy, Utica, N. Y.; 1927-28: Bulkeley High School, Hartford 
Conn.; 1928-30: Mitchell School, Hartford, Conn.; 1930-34: Yale University, 
New Haven, Conn. (B. A. 1934); 1939-40: Yale University Graduate School, 
New Haven, Conn. (M. A. 1941); 1942-43: Columbia University, New York, 
N. Y. (M. A. 1948). 

Former employment: 1934-36: Changsha, Hunan, China. 

1936-37: Yale-in-China, Inc., New Haven, Conn. 

1937-39: Phillips Exeter Academy, Exeter, N. H. 

1940-42: Carleton College, Northfield, Minn. 

1942-45: United States Navy. 

1945-46: Deputy Secretary General, Far Eastern Commission, Washington, 
8 oe 

1946-47: Assistant Chief, Division of International Conferences, Department 
of State, Washington, D. C. 

1947 to date: Assistant Executive Secretary, National Security 


f Council, 
Washington, D. C. 


Marion William Boggs, Coordinator, NSC Staff Assistants, National Security 
Council 

GS-15; $11,050 per annum. 

Date of birth: May 17, 1909. 

Place of birth: Mexico, Mo. 

Education: Moberly (Mo.) High School, 1927; University of Missouri (AB, 
1931; AM, 1932); University of Chicago (Ph.D., 1940); United States Navy 
School of Military Government, Columbia University (graduated, 1943). 

Former employment: 1935-42: Associate professor of government, Macalester 
College, St. Paul, Minn. . 

1940: Visiting professor of government, University of Missouri, Columbia, Mo. 

1942-43: Divisional Assistant, Division of Political Studies, Department of 
State, Washington, D. C. 

1943-45: Lieutenant, United States Naval Reserve, active duty including 
assignment es (1) essistant to naval adviser, European Advisory Commission, 
London, England, 1944-45; (2) Acting Secretary-General, European Advisory 
Commission, London, England, 1945. 

1945: Adviser, Staff of United States Representative to United Nations Pre- 
paratory Commission, London, England. 

1945-48: Specialist in international organization affairs, Department of State, 
Washington, D. C. 

1948 to date: National Security Council. 


J. Patrick Coyne, Iniernal Security Representative, National Security Council 

GS-15; $11,550 per annum. 

Date of birth: March 19, 1917. 

Place of birth: Concord, Mass. 

Education: St. Mary’s High School, Waltham, Mass.; West Tennessee Teachers 
College, Memphis, Tenn.; St. Bernard College, Cullman, Ala.; St. Ambrose 
College, Davenport, Iowa; Catholic University, Washington, D. C.; George Wash- 
ington University Law School, Washington, D. C. 

Former employment: 1931-45 (summers only): Allen Manufacturing Co., West 
Concord, Mass. 

1935-39 (summers only): L. Anderson Co., Concord, Mass. 

1940 (January to March): Baltimore & Ohio Railroad, Washington, D. C. 

1940-48: Federal Bureau of Investigation: (1) supervisor, Security Division, 
FBI, until 1945; (2) Deputy to the Assistant to the Director, FBI, (1945-47) ; 
(3) Chief, Internal Security Section, FBI (1947-48). 

1948 to date: National Security Council. 


93946—52—pt. 1——-2 
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Ruth E. Nicalo, Research Assistant, National Security Council 

GS-12; $7,040 per annum. 

Date of birth: March 13, 1909. 

Place of birth: Youngstown, Pa. 

Education: Uniontown High School, Uniontown, Pa.; Office Training School, 
ay rete Pa. (3 months); George Washington University, Washington, D. C. 
* Former employment: March 1928-May 1931: Church secretary, First Chris- 
tian Church, Bedford, Ind. 

June 1931—June 1932: Student, and unemployed. 

July 1932—December 1933: Bookkeeper and cashier, Fayette Motor Accessories 
Co., Uniontown, Pa. 

January 1934-February 1934: Unemployed. 

March 1934 to date:! United States Government, as follows: 1934-35-36: 
stenographer, Veterans’ Administration, Washington, D. C.; 1934-35: Treasury 
Department, typist and personnel clerk; 1936-42: United States Office of Educa- 
tion, stenographer; 1942-44: United States Army Air Forces, stenographer, secre- 
tary, administrative assistant; 1944-47: Joint Chiefs of Staff, military intelligence 
analyst; 1947 to date: National Security Council, foreign affairs analyst. 


Robert H. Johnson, Research Analyst, National Security Council. 

GS-11; $5,940 per annum. 

Date of birth: January 23, 1921. 

Place of birth: Hannaford, N. Dak. 

Education: Public schools, North St. Paul, Minn., and Fargo, N. Dak. (1926- 
38); Concordia College, Moorhead, Minn., 1938-42, (B. A., 1942); Syracuse 
University, Syracuse, N. Y., 1942-43, (M. S., 1943); Harvard University, Cam- 
bridge, Mass., 1946-49, (Ph. D., 1949). 

Former employment: 1943-46: United States Naval Reserve (officer). 

1948-49: Teaching Fellow, Harvard University. 

1949-51: Instructor, Harvard University. 

1951 to date: National Security Council. 


Ina Holtzschetter, Administrative Officer, National Security Counril 

GS-11; $5,940 per annum. 

Date of birth: July 25, 1908. 

Place of birth: Washington, D. C. 

Education: Eastern High School, Washington, D. C. 

Former employment: September 1927—August 1928: Secretary, Chas. Hansel 
Consulting Engineers, Washington, D. C. 

September 1928—-February 1929: Secretary, Harriman National Bank & Trust 
Co., New York, N. Y. 

oe te 1929—-May 1932: Wallick & Shorb, attorneys (secretary), Washing- 
ton, D. C. 

May 1932-October 1941: Reconstruction Finance Corporation (secretary in 
Legal Division), Washington, D. C. ' 
— 1941—March 1942: War Production Board (secretary), Washington, 
D.C. 

March 1942—July 1943: Office of Civilian Defense (secretary and administra- 
tive assistant to general counsel), Washington, D. C. 

July 1943-October 1945: Office of Strategic Services (administrative assistant 
to Deputy Director), Washington, D. C. 

October 1945-January 1946: Strategic Services Unit, War Department (ad- 
ministrative assistent to Director), Washington, D. C. 

January 1946-December 1946: Central Intelligence Group (administrative as- 
sistant to Secretary, National Intelligence Authority), Washington, D. C. 

December 1946-November 1947: Central Intelligence Group (editorial assist- 
ant), Washington, D. C. 

November 1947 to present: National Security Council (administrative officer) , 
Washington, D. C. 

MEETINGS OF THE COUNCIL 


Mr. Taser. How many meetings has this Council had in the last 
year? 
Mr. Lay. The Council normally meets every week. 


1 September 1934—April 1935 (part-time for 5 months, full-time 3 months), secretary, Future Farmers of 
America, Inc. (sponsored by the U, 8. Office of Education). 
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Mr. Taser. Who generally attends? 

Mr. Lay. The President almost always presides and all the Council 
members, if they are in the city, attend; otherwise, their under secre- 
taries or their deputy secretaries attend. But normally the Council 
members themselves attend. 

As I mentioned, General Bradley attends as Chairman of the Joint 
Chiefs of Staff; General Smith attends as Director of Central Intelli- 
gence, and Mr. Sidney W. Souers, the previous Executive Secretary 
of the Council, who is now a special consultant to the President on 
national-security matters, also attends. 


FUNCTIONS AND RESPONSIBILITIES OF THE COUNCIL 


Mr. Taser. Do you have anything that would indicate what you 
do? Who makes these reports to the Council? 

Mr. Lay. The process is intentionally kept somewhat flexible, 
depending upon the subject matter of a particular report, but the 
normal process is that 

Mr. Taser. Do you make the reports, or do some of the members 
of the staff make the reports? 

Mr. Lay. The senior staff with which I work makes the reports. 
It submits them to the Council. 

Mr. Taser. What do you call “the senior staff’’? 

Mr. Lay. The senior staff is a group of officials who have been 
nominated by the respective participants in the Council’s work and 
designated by the President. 

Mr. Taper. The senior staff is composed of representatives of-—— 

Mr. Lay. Of the participating departments and agencies. I act 
as chairman of the group, sir; but, otherwise, it consists of represent- 
atives of the various departments. Essentially the job is to pull 
together the various viewpoints of these departments. 

Mr. Taser. Does not the Department of Defense coordinate for 
the Secretary the operations and activities and plans of their various 
subdepartments like the Army, the Navy, and the Air Force? 

Mr. Lay. Yes. We do not attempt to coordinate within any 
department. It is up to the head of that department to present his 
views. 

Mr. Taper. Just what agencies would you have coordinated with 
the Department of Defense? 

Mr. Lay. The State Department, for example, sir. 

Mr. Taser. In what way would you coordinate the State Depart- 
ment and the Department of Defense? 

Mr. Lay. By statute; the responsibility of the Council is to inte- 
grate the foreign, military, and domestic policies relating to national 
security. So, on any particular problem, the military views are pre- 
sented by the Department of Defense and the Joint Chiefs of Staff; 
the foreign-policy views by the State Department; the domestic eco- 
nomic aspects by both Mr. Wilson, Director of Defense Mobilization, 
and Mr. Gorrie, the Chairman of the National Securities Resources 
Board; and the aspects involving foreign military and economic assist- 
ance are presented now by Mr. Harriman, Director for Mutual Secu- 
rity. The Secretary of the Treasury participates also on various fiscal 
aspects of problems that may arise in the Council. 

Of course, the intelligence is furnished by the Central Intelligence 
Agency through the Director of Central Intelligence. 
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Mr. Taser. What do you try to coordinate? What do you do with 
these things that you get from the different agencies and departments? 

Mr. Lay. The end result is a policy recommendation to the Presi- 
dent which integrates all these aspects of any given problem. 

Mr. Taser. Who makes the recommendations? 

Mr. Lay. The Council as a body, sir. The staff work is done by the 
senior staff. It prepares a draft report for Council consideration. 

Mr. Taser. Do you have anything with you that would give us an 
illustration of what you present to this National Security Council? 

Mr. Lay. I do not, sir. 

Mr. Taser. Are all those operations confidential? 

Mr. Lay. Almost invariably they are highly classified, sir. I am 
not an authorized spokesman for the policies recommended. 

Mr. Taser. I hardly expected that. I thought perhaps you might 
have something that would give us a clue as to what your activity is. 

Mr. Lay. May I go off the record, sir? 

Mr. Taper. You can give us something that was up perhaps a 
year ago, or 6 months ago, that is no longer confidential, can you not? 
Is it all confidential all the way back? Is it all covered by this 
secrecy rule? 

Mr. Lay. The greatest part of it is, sir. I could give some examples; 
yes. 

One of the early recommendations to the President was for our 
export-control policy. That is one example. 

Then the policy regarding the development of NATO from the 
United States point of view was basically worked out and recom- 
mended to the President through the Council. 

Mr. Taser. Do you mean that was not the activity primarily of 
the State Department? 

Mr. Lay. Well, the NATO organization obviously involved military 
considerations; and, insofar as it involved assistance to our allies, 
it had domestic economic aspects. So it was the Council’s effort to 
integrate those. The State Department, of course, is basically the 
negotiating organization for any such treaty arrangements, but 
working out the policy, which involved the integration of the foreign 
policy aspects with the military and the domestic, was done through 
the Council. The policies on which our present mobilization effort, 
our rearmament effort, is based were worked out through the Council. 

Mr. Taser. Well, who is on the Council that would work that out? 

Mr. Lay. The various departments represented. We obtain all their 
views when such problems are presented. Of course, in large part, 
our actions and policies are conditioned by the intelligence supplied by 
the Central Intelligence Agency, by the Joint Chiefs of Staff esti- 
mate of their military capabilities to meet the situation facing us, 
and by the State Department’s analysis of the international situation. 

The rearmament program was initiated prior to the establishment of 
the Office of Defense Mobilization. At that time the National Se- 
curity Resources Board was studying the problem and presenting the 
various considerations involved in our domestic preparedness for 
mobilization. These views were all pulled together into policies and 
programs for our present mobilization effort. 
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OVERTIME WORK 


Mr. Taser. Which group, as you go down through this list, is 
obliged to work overtime? 

Mr. Lay. It has been too frequently all of them. 

Mr. Taser. You are all working overtime? 

Mr. Lay. There has recently been an exceedingly large amount of 
overtime, both in the higher grades and in the clerical grades, who, of 
course, do the typing, reproduction, and distribution of the various 
reports prepared. It might involve: the entire NSC staff organization 
in overtime work. 

Mr. Taper. How much overtime? 

Mr. Lay. | could provide the actual figures, sir. I do not have 
them immediately available. 

Mr. Taser. Well, was it 25 hours or 50 in the course of the month 
of December? 

Mr. Lay. In some weeks, for the organization as a whole, the over- 
time has run—and I am trying to remember the exact figures—30 or 
more hours in a week. That is a recollection that I would like to 
check. I would like to provide accurate figures on that. 

Mr. Taser. That would be 120 hours a month, and that would 
be for something like 21 emplovees. 

Mr. Lay. Excuse me, sir. May I clarify? That figure would 
be for the clerical people only. I have not kept records of the higher 
grades’ overtime, which is not counted. Of course, the load falls 
differently on different people, but that figure would apply primarily 
to grades 4 through 7. 

Mr. Taser. Thirteen people. 

Mr. Lay. There are not actually that many people. There are 11 
of those on duty. 

Mr. Taser. That would be half an hour a day, perhaps. 

Mr. Lay. I wish that I might get the accurate figures on that, sir. 
I am being conservative, based upon recollection. May I provide 
the accurate figures on overtime, sir? They will perhaps correct any 
misapprehensions | may have given. 

Mr. Taser. Certainly. 

(The information following was submitted later:) 

The 16 to 17 employees for whom records of overtime are kept have averaged 
33 hours of overtime per week during this fiscal year since last July. This average 
figure, however, does not adequately reflect the heavy workload which has been 
experienced for sustained periods during that time. For example, during one 
recent 4-week period overtime averaged 82 hours per week, or more than 1 hour 
per working day per employee for almost an entire month. Even this figure 
does not indicate the burden of overtime placed upon particular individuals in 
the group. For instance, one employee in the group averaged 15 hours of over- 
time per week during this same 4-week period, or 3 hours of overtime per working 
day for practically a full month. Such workloads as this, while they can be 
sustained temporarily, cannot be continued without serious impairment to the 
efficiency of the organization. Moreover, it should be noted that the above 
figures do not include the employees in the higher grades for whom overtime 
records are not kept but who also have been carrying an equally heavy burden. 
The proposed recruitment of four additional individuals during this fiscal year 
and the requested three additional positions for the next fiscal vear are therefore 
considered the minimum necessary for the NSC staff to perform its duties without 
impairment to the efficiency, health, or morale of the employees. 
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INCREASE IN NUMBER OF EMPLOYEES 


Mr. Wiaeieswortu. As I understand it, Mr. Lay, in the fiscal 
year 1951 you spent something under $120,000. 

Mr. Lay. That is correct. 

Mr. WicGieswortu. For the current fiscal year you estimate an 
expenditure of $160,000, and you are asking us today for the fiscal 
year 1953 $186,000, so if this request is granted you are increasing 
over 50 percent in 2 years; is that correct? 

Mr. Lay. That is correct, sir. 

Mr. WiaGLesworru. Similarly, personnel increases from 18 in the 
fiscal year 1951 to 21 in the fiscal year 1952 to a requested 28 in the 
fiscal year 1953. 

Mr. Lay. That is correct. 


RECOMMENDATIONS OF COUNCIL ON GOVERNMENT EXPENDITURES 


Mr. WieeteswortH. You say the Council performs the function 
of recommending to the President policies and programs required 
for our national security in the light of the world situation facing us. 

Have you made any recommendations with respect to expenditure 
policy in the light of inflation and the damage which that can do to 
our national security? 

Mr. Lay. The various programs involving our national security 
have been assessed and appraised, taking into consideration the impact 
that such program will have on our domestic economy, on our-—— 

Mr. WiceLteswortH. Have you made any recommendations in 
respect to general expenditure policy? 

Mr. Lay. Yes. The form the recommendation has taken has been 
as to programs which are both required for security and which it is 
estimated can be supported economically and fiscally. 

Mr. WieeLteswortH. Have your recommendations in respect to 
expenditure policy been largely adhered to? 

Mr. Lay. Yes. Of course, when the Council membership finally 
works it out, it essentially involves all the responsible officials in the 
national security area and therefore represents their collective views, 
sir. 


Dutres or Councit Starr DistINGUISHED FROM CouNncIL MEMBERS 


Mr. WiceLeswortnu. Leaving aside the President and the Cabinet 
who would naturally make these decisions, what I am trying to get at 
is what the rest of your organization does in terms of recommendations. 

Mr. Lay. The remaining function is essentially a staff function to 
those officials, sir—of getting together the facts bearing on a given 
problem, preparing an analysis of those facts from all points of view, 
and recommending to them a policy which the facts and the analyses 
seem to indicate are required for our national security. It is a staff 
activity. 

Mr. WiaeLeswortH. Would the NSC, as distinct from the Cabinet 
officials, work out and submit recommendations with respect to 
expenditure, we will say, in the light of the danger of inflation to this 
country, for submission to the Cabinet heads? 

Mr. Lay. Of course, the NSC, as such, is an organization consisting 
of certain Cabinet members and the President. 
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Mr. WiaGLeswortuH. You are asking us for 28 people here, and you 
say that there are a lot of others that are detailed from the various 

encies. 
oe Mr. Lay. Yes. 

Mr. Wiee.ieswortH. Do those people have any recommendation 
functions with respect to our over-all expenditure policy, for instance, 
and its danger to our national security? 

Mr. Lay. Yes; through the membership. On the problem that 
you are specifically concerned with, the Bureau of the Budget and the 
Council of Economic Advisers will also be represented in the Council 
work. 

Mr. WicGLeswortu. I am trying to get at what the NSC does. 
Always, as a matter of history, we have had our departmental set-up, 
and the Secretaries of the appropriate departments have been re- 
sponsible in these fields. Now we have before us this organization 
known as the NSC, which includes certain of our officials at the 
Cabinet level and 28 people that you are requesting here, and others 
that are detailed to it from time to time. You have given us a lot of 
language on page 2 of your justifications as to what the NSC does in 
respect to recommending policies and programs required for our 
national security in the light of the situation facing us. 

Is there anything contributed by this organization except a little 
extra help for the Cabinet officers involved? 

Mr. Lay. Staff help is the essential function of this organization, 
sir, but may I—— 

Mr. WicGLeswortH. That staff would not make recommendations, 
for instance, as to the amount that should be put into the construction 
of heavy bombers in the Air Force or as to the amounts that should be 
allocated to the three agencies in the Defense Department? 

Mr. Lay. No, sir; but may I follow that process through, sir? 

Mr. WieeLeswortu. That staff would not make recommendations 
as to how much of our foreign aid should be for economic purposes 
and how much should be for military purposes? 

Mr. Lay. May I follow the process through to show just how we 
do do it? 

Mr. Wiaec ieswortu. I am asking for a “yes” or “no’’ answer. 
Please answer first, and then you can amplify. 

Mr. Lay. The initial recommendation would come from the various 
departments, but in the Council the other aspects of the problem 
would be looked into and considered. 

Mr. WicGLeswortH. What other aspects? 

Mr. Lay. Well, may I follow specifically one of your examples? 
The military forces and military production will be recommended 
by the Joint Chiefs of Staff and the Secretary of Defense, where an 
estimate will be made of the cost of providing these forces.and this 
equipment. Those estimates from Defense will be submitted to the 
Council as what the Department of Defense and the Joint Chiefs of 
Staff feel is necessary in the military field. 

The Office of Defense Mobilization then will analyze those in terms 
of what material requirements will be; what the stabilization aspects 
will be; the inflationary pressures that may be expected from them, 
and the Bureau of the Budget will analyze the budgetary and fiscal 
aspects. The Council of Economic Advisers will comment upon the 
effect on the domestic economy as a whole. The State Department 
will analyze the military recommendations in terms of the inter- 
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national situation that is facing us. All of that military program will 
then go to the President with all the considerations that bear upon his 
decision as to what he wishes to approve in the form of a military pro- 
gram. It will be presented to him through the Council, where he gets 
a complete picture of what is required in the military field and what 
can be supported internationally and domestically. 

Mr. WicGteswortnu. If there were no National Security Council 
at all, it is highly probable that the Cabinet officials involved would 
have weekly meetings anyway, would they not, with a view to an 
exchange of ideas and arrival at over-all decisions? 

Mr. Lay. The type of staff work performed—— 

Mr. Wieeiesworth. Is that not a fact? 

Mr. Lay. No, sir. 

Mr. Wiee.esworts. You do not think that they would meet every 
week? 

Mr. Lay. They do meet as a Cabinet every week. 

Mr. WicGLeswortH. So, what you are really telling us is that this 
organization is additional help for the officials concerned at the 
Cabinet level? 

Mr. Lay. That is correct, sir. The Cabinet as such has no staff 
to assist it. 

Mr. Wiaeteswortu. They all have a staff of their own. 

Mr. Lay. I mean a single staff to pull together the various elements. 

Mr. Wice.iesworrna. | understand. 


PERSONNEL DETAILED TO THE COUNCIL 


You have referred to personnel detailed to your agency which are 
not included in your request. 

Mr. Lay. Yes. 

Mr. WieGLeswortH. How large is that personnel? 

Mr. Lay. There are approximately two from each of the agencies, 
in some cases three. 

Mr. WiceLteswortH. From the White House, the State Depart- 
ment, the Defense Department, the Director of Mutual Security and 
the National Security Resources Board. 

Mr. Lay. Yes; and the Office of Defense Mobilization and the 
Treasury Department. 

Mr. WicGLeswortn. So you have something like 21 people detailed 
from seven agencies that are not included in your request, but whose 
salaries and expenses are paid for by the seven agencies involved? 

Mr. Lay. Yes; but not all of them devote full-time work to the 
Council. 

Mr. WiceLeswortH. Whatever it is, it is paid for by the seven 
agencies involved? 

Mr. Lay. That is right. 

Mr. WiceLteswortH. What you are in effect saying to this com- 
mittee is that you feel that there should be made available a sum of 
$186,000 for the salaries and expenses of 28 persons and that the 
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seven agencies involved, with all their tremendous appropriations, 
are unwilling to absorb the amount involved. That in effect is what 
you are saying, is it not? 

Mr. Lay. There has to be a focal point, you understand, for pulling 
together—— 

Mr. WiaeLeswortu. I am talking about expenditure now. 

Mr. Lay. This is, of course, additional to the various department’s 
budgets. 

Mr. WicGLeswortsu. Just repeat my question, Mr. Reporter. 

(Question repeated.) 

Mr. Wiecieswortu. Is not that what you are in effect saying to 
this committee today? 

Mr. Lay. No, sir. This organization was established by the 
Congress, by the National Security Act, and that act provided that 
there would be a National Security Council and the membership was 
established, and it also stated— 

The Council shall have a staff headed by a civilian executive secretary who shall 
be appointed by the President, and who shall receive compensation at the rate of 
$15,000 a year. The executive secretary, subject to the direction of the Council, 
is hereby authorized, subject to the civil-service laws, and the Classification Act 
of 1923, as amended, to appoint and fix for compensation such personnel as may 
be necessary to perform such duties as may be prescribed by the Council in con- 
nection with the performance of its functions, 

So this organization is a statutory staff, sir. Its not a part, nor 
does it serve as such, the various departments represented. This is a 
Presidential staff organization. The President, with the concurrence 
of the Congress, established this organization as part of the Executive 
Office of the President, so it is not a part of any department. 

Mr. WiaecieswortH. The White House has an enormous fund 
compared to what it used to have. This $186,000 might well be 
absorbed there or by the other agencies involved, I would think. 

Mr. Lay. This organization, as a part of the Executive Office, is 
separate from the White House staff. 

Mr. Wica.eswortn. I listened last year and I have listened this 
year, and I have been unable to see any function performed by your 
organization which could not be equally well performed by personnel 
delegated from the several departments and agencies involved. That 
is already being done in part. 

The question that I am raising is, Why can it not be done in full? 

Mr. Lay. The personnel in this budget, sir, serves the President, 
not the various agencies involved. The function is to obtain the views 
for the President of the various departments and agencies involved. 
It is a Presidential staff function, sir; not a departmental function. 
You would need this number of personnel no matter where the func- 
tion is performed, but since it is a Presidential staff function it is 
logically a part of the Executive Office of the President. 

Mr. Wice.ieswortn. I have no further questions, Mr. Chairman. 

Mr. Manon. Thank you very much, gentlemen. 
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WEDNESDAY, JANUARY ‘16, 1952. 
NATIONAL SECURITY RESOURCES BOARD 


WITNESSES 


JACK GORRIE, CHAIRMAN 

EDWARD T. DICKINSON, VICE CHAIRMAN 
JAMES L. KUNEN, GENERAL COUNSEL 

DAL HITCHCOCK, PROGRAM ASSISTANT 
OSCAR ENDLER, ECONOMIC ADVISER 
CHARLES M. HOCHBERG, BUDGET OFFICER 


SALARIES AND EXPENSES 


Amounts available for obligations 
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1952 estimate 1953 estimate 
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| 
Appropriation or estimate _ ____-_- walt * 500, 000 
Proposed supplemental due to pay inc reases- a --|--- gat oe EN Ds Sa a hci dk Sie 
Reimbursements from other accounts- - -- ae, eg: Dek RMA ape Sa atc ain Sapte 
Total available for obligation _...| 3, 518, 490 1, 630, 000 | 1, 780, 000 
Unobligated balance, estimated savings iat —958, 004 j.......--..-.- |-------227->-- 
Obligations incurred _-____-- pn Snip docks sod be ee ome 2, 560, 486 1, 630, 000 1, 780, 000 
— $$$ : 
Obligations by activities 
patie aii 
Description 1951 actual | 1952estimate | 1953 estimate 
Rare | 
| 
1. Security Resources..............-.......-. RES SEES, < SPE | $2, 301, 486 $1, 630, 000 $1, 780, 000 
SIE I a Sa cr aaa a bien cai eee ES Sener essences ET Benet Sa 
Obligations inowrted....—.---------------n-e-enneo-none] 2,000,486 1,630,000 | 1,780, 000 
Obligations by objects 
Object classification | 1951 actual | 1952 estimate | 1953 estimate 
Summary of Personal Services 
Total number of permanent positions. --_-_- Pa eee E 353 135 150 
Full-time equivalent of all other positions_____----~-_- 57 34 34 
Average number of all employees. ---_-.-..............__------ 288 156 176 
Average salaries and grades: - 
General schedule grades: 
Average salary __._...-.- $6, 247 $6, 995 $7, 401 
PISS pokes iG ac ic cle dhdawniigdaakag mimes 9.6 10.1 10. 6 
Personal service obligations: 
I i Eo ice deen iinsnena nem ed een $1, 425, 949 $799, 700 $1, 045, 200 
Part-time and temporary positions.______...._......._---- 460, 801 300, 000 300, 000 
Regular pay in excess of 52-week base__....._.......------|.....---.... 3, 300 3, 800 
Payment above basic rates........2..-........--.--------- 21, 746 | eae ee 
Payments to other agencies for reimbursable details _____- 45, 760 20, 000 20, 000 
Total personal service obligations. _...................-. 1, 954, 256 1, 130, 000 1, 369, 000 
ie Sa lg Te TORE he bos 105, 160 80, 000 80, 000 
03 Transportation of things -_--- Shade nc aapaaste Cuabers 3, 186 500 500 
O64. Commmnmiontion serviews.............. 0... ..2.6222----e 49, 252 25, 000 27, 000 
05 Rents and utility services_.___. : --| 300 Sy ce 
06 Printing and reproduction -- - iy pe 5 set a, | 55, 254 18, 000 18, 000 
07 Other contractual services -_-.-...-_._--- abigupteraidewtadasl 10, 563 4, 560 4, 560 
Services performed by other agencies__._.___.........__- a 248, 090 325, 665 242, 440 
08 Supplies and materials. winched met oss saith a eaeee ouenais | 33, 423 20, 000 20, 000 
09 Equipment__-_-- Pepe beaniup div maeipmmsa tyrone 96, 120 15, 000 12, 000 
15 Taxes and assessments............---......------------- 613 1, 200 1, 500 
SE SRSSENESE S  e a a wed 4, 269 10, 000 5, 000 
Obligations incurred...................-.-.------------- | 2,560,486 | 1, 630, 000 1, 780, 000 
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Mr. Manon. The committee will come to order. 

We will consider this morning the request of the National Security 
Resources Board for the fiscal year 1953. 

The record will, of course, show who is present to testify from the 
National Security Resources Board. 

Mr. Gorrie, we are glad to have you and the members of your staff 
with us, and we will be pleased to have a general statement with regard 
to your requirements. Then we will go into the precise needs of the 
agency for the coming fiscal year. 


SeRvicES OF Mr. GorRIE 


Were you the Acting Chairman last year, or were you the Chairman? 

Mr. Gorrie. I was the Acting Chairman at the time I appeared be- 
fore the committee in July. 

Mr. Manon. When did you actually become the Chairman? 

Mr. Gorrie. I was nominated to the position of Chairman by the 
President on Cctober 3. I was given a recess appointment on Octo- 
ber 29. 

Mr. Manon. You have not been confirmed? 

Mr. Gorrip. No. 

Mr. Manon. You have been with the Board ever since Mr. Wall- 
gren was nominated; is that right? 

Mr. Gorrir. February 7, 1949. 

Mr. Manon. And for a considerable period of time you have 
actually been the Acting Chairman of the agency? 

Mr. Gorrie. I had the designation of executive assistant to the 
Chairman during the period Dr. Steelman was the Acting Chairman, 
and during the period that Stuart Symington was Chairman of the 
Board. When Mr. Symington left I was appointed Acting Chairman. 

Mr. Manon. I know that Mr. Symington thought very well indeed 
of your performance down there because he told me about it. 

You were from the State of Washington originally? 

Mr. Gorrie. Yes. 

Mr. Manon. You were connected with Mr. Wallgren when he was 
Governor? 

Mr. Gorrie. I was assistant to the Governor for 4 years. 

Mr. Manon. What was your background before that? 

Mr. Gorrit. Before that, I was with the Bureau of Internal 
Revenue for 8 years, and prior to that in the newspaper business as a 
reporter and writer. 

GENERAL STATEMENT 


Mr. Manon. You may proceed with your general statement. 

Mr. Gorrie. Mr. Chairman and members of the committee, last 
July I had the privilege of appearing before this committee to describe 
the Resources Board’s shift in program emphasis, after it had ful- 
filled its assignment in launching the present defense-moblization 
effort. 

I am glad of the opportunity to appear in support of our 1953 budget 
request of $1,780,000 and to report to you on the progress we are 
making in carrying out our functions. The National Security 
Resources Board is a staff agency to the President and was created, 
as you know, by the National Security Act of 1947 to advise the 
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President on the coordination of military, industrial, and civilian 
mobilization in the event of war. 

I am pleased to advise you that excellent progress has been made this 
fiscal year in reconstituting the staff of the Resources Board. As | 
reported at the last hearing, the Resources Board transferred most of 
its staff to the new defense agencies as they were created. Although 
still small, the professional staff on the Board has more than tripled 
in the last 6 months. At the present time we have 167 people on the 
staff on a full-time basis and 20 on an intermittent basis. Of the 
167 full-time personnel, 124 are chargeable against the 1952 limit of 
135 permanent employees. 

Among the additions to the Board is our Vice Chairman, Mr. 
Edward T. Dickinson, whom the President recently appointed on my 
recommendation. “ir. Dickinson has, in the past, served 6 years with 
United States Steel as research assistant to the chairman of the board 
of directors; he has held the positions of Executive Director of the 
Planning Committee of the War Production Board, Director of 
Industrial Sabotage Operations for the Office of Strategic Services in 
the European theater, and OSS representative on the Combined 
Intelligence Objective Subcommittee of the Joint Chiefs of Staff, the 
top allied European intelligence agency; Director of Program Coor- 
dination at the Economic Cooperation Administration; assistant to 
the Joint Secretaries, Department of Defense; and Deputy for Instal- 
lations, Office of the Secretary of the Air Force, in charge of developing 
the air base program, with special responsibility for recommendations 
on organizational and operational problems. 

Mr. Frank Shields, New England industrialist, has returned to the 
Resources Board as Director of the Production Resources Office, a 
position which he occupied earlier before going to the Defense Produc- 
tion Administration, and later the National Production Authority, to 
help put the present defense-production program in motion. Mr. 
William Stead, former vice president of the Federal Reserve Bank in 
St. Louis, and member of the Industry Evaluation Board of the Com- 
merece Department, is now in charge of our postattack industrial- 
rehabilitation program. Col. Alvin Barber, formerly Director of our 
Office of Transportation, has returned to resume that office, having 
helped launch the production program for transportation in the 
Defense Production Administration. 

I have reorganized the staff into four major areas comprising offices 
designated as Materials Resources, Human Resources, Production 
Resources, and Special Security Programs. Within these major offices 
are Divisions of Materials, Energy, and Technology; Manpower, 
Health, and Housing and Community Facilities; Transportation, 
Communications and Production Facilities; Industrial Protection, 
Government Protection, and Postattack Rehabilitation. Economic 
planning, including the feasibility testing of strategic plans, is coordi- 
nated through the economic adviser to the Chairman. 

By the unprovoked assault in Korea, this Nation has been warned 
that those opposed to our way of life will not hesitate to use force of 
arms to achieve their objective. At some point in the future, full-scale 
war may be forced upon us. 

The Board’s present planning in the event of war must be sharply 
focused on realistic objectives. We are looking ahead—not 1 or 2 
years alone but 5 and 10 years and more. We are working closely 
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with present defense agencies to make certain that our forward plan- 
ning is a realistic outgrowth of present mobilization activities. These 
activities, in turn, must be based on the best possible estimates of the 
Nation’s security-resources position 5 and 10 years hence. In this 
sense the Resources Board helps to bring perspective to the Nation’s 
mobilization preparedness program. 

The areas in which the Board is concentrating its efforts at the pres- 
ent time include manpower, material and production resources, and 
special security programs. The Board’s activities are aimed at (a) 
rounding out the Nation’s security program and (b) the coordination 
of resource planning for full mobilization. 

In connection with rounding out the Nation’s security program, 
we are developing methods of strengthening the Nation’s materials 
position, continuing our analysis of wartime economic-control meas- 
ures, developing programs which will reduce the vulnerability of the 
continental United States and its Territories to enemy attack, working 
out plans which will expedite postattack rehabilitation and building 
an up-to-date inventory ot those measures needed for a sudden 
transition to a state of general war. 

As to the coordination of resources planning for full mobilization, 
the Board is reviewing and coordinating full mobilization planning 
assumptions and ground rules; developing improved methods for 
obtaining estimates of military and civilian requirements for full 
mobilization, developing planning assumptions as to production losses 
due to enemy action, both military and sabotage; estimating labor and 
material requirements for postattack rehabilitation as a claimant 
program; testing the feasibility of full mobilization programs, as well 
as working on improvements in the techniques of feasibility testing; 
and finally, engaging in long-range analysis of the influence of scientific 
and technological developments on strategic resource-requirements 
relationships. 


RESTORATION OF INDUSTRIAL FACILITIES DAMAGED BY ENEMY ATTACK 


One of the special security programs to which we have given a high 
priority is the preparation of plans for the rapid restoration of indus- 
trial facilities in the event they are damaged by enemy attack. The 
reason for this priority is that it complements the present defense- 
mobilization build-up. Through this mobilizing of our industrial 
resources we are attempting to preserve peace by the warning which it 
gives to any would-be aggressor. If such a potential aggressor knows 
that we are prepared to minimize the effects of his actions against us, 
that. knowledge may serve as a further deterrent. 

I personally feel very strongly that this is an extremely important 
program; one of coordinating the efforts within the Federal Govern- 
ment and the local governments, together with those of industry 
and labor, to put this country in the best possible position for passive 
defense and to restore our industrial capacity if damaged by enemy 
attack. It is a program beyond civil defense—to work with industry 
and with labor so that we will be in the best position to move rapidly, 
to know where materials are coming from, to know where materials 
will go, what things will have to be put back, what are the high- 
priority industries to get back into operation, and so forth. 
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Therefore, if an aggressor—the Communists—undertakes any 
action, he will know that he will have difficulty because of our or- 
ganization here to meet such an attack. Inability to knock us out in 
the early rounds of a war, I believe, will make for less likelihood of a 
war. 

The military, of course, are the first line of defense, and we are 
working with them, the Office of Defense Mobilization, and the 
Federal Civil Defense Administration, but this program is another 
aspect of the Nation’s defense program. 

rior to the initiation of the Board’s program in the field of post- 
attack rehabilitation, work addressed to this complex problem had 
been conducted independently by several Government agencies and 
at scattered points throughout the private industrial structure. Ac- 
cumulating evidence of the Soviet Union’s growing atomic capabilities 
have emphasized the need for reviewing and integrating Government 
and private plans for dealing with the restoration of war supporting 
industrial and other vital economic functions in event of a large scale 
attack upon the United States. This program, initiated in fiscal year 
1952, is to be greatly intensified during 1953. Coupled with planning 
for the rehabilitation of major industries and services is a program for 
the development of readiness measures to restore selected key facilities 
that are vital to the continuing operation of industry, transportation, 
and other sectors of the economy. The Board’s work in this area is 
largely covered by the following two programs: 

1. The development of readiness measures for the restoration of 
production in vital industries and services. 

2. The rehabilitation of key facilities. 

To accomplish this program, we have formed a central task com- 
mittee, composed of representatives of the Office of Defense Mobili- 
zation, Defense Production Administration, National Production 
Authority, Department of Defense, Department of Labor, Federal 
Civil Defense Administration, and NSRB. Various subtask groups 
have been established in specific economic and industrial fields. Spe- 
cial research is being conducted by private institutions. 

To advise on technical aspects of this and related programs, we 
have joined with the Department of Defense and the Federal Civil 
Defense Administration in arranging for special research to be carried 
out by a group of associated universities. 

I have taken steps with regard both to program and personnel, to 
increase to the maximum extent the substantive contributions of the 
Resources Board to the work of the Security Council. 

The continuing Communist threat to world peace, the limitation on 
our resources, and the ability of the enemy to launch a sudden devas- 
tating attack make our forward planning more essential than ever. 

I appreciate the opportunity to make this statement, and my as- 
sociates and I will do our best to answer any questions the committee 
may have. 

Mr. Manon. Thank you, Mr. Gorrie. 


INCREASE IN NUMBER OF PosITIONS 


On page 1 of your statement you say the following in paragraph 3 
[reading]: 


Although still small, the professional staff of the Board has more than tripled 
in the last 6 months. At the present time we have 167 people on the staff on a 
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full-time basis and 20 on an intermittent basis. Of the 167 full-time personnel, 
124 are chargeable against the 1952 limit of 135 permanent employees. 

Now, specifically, I wish that you or someone from your staff 
would explain what that last sentence means with respect to ‘135 
permanent employees.”’ 

Mr. Hocusera. The 135 permanent employees referred to in that 
paragraph, sir, are the positions listed in the detail of ‘Personal 
services’ —the green sheet. That is what we mean by the 135 per- 
manent employees. 

Mr. Manon. Were you authorized to employ 167 full-time employ- 
ees? You have 167. 

Mr. Hocupere. Yes; the balance being in temporary status. 

Mr. Manon. They are full-time but in temporary status? 

Mr. Hocusera. That is right, sir. 

Mr. Manon. You were not authorized to appoint more than 135 
on a permanent basis? 

Mr. Hocusera. That is correct. 

Mr. Manon. How many have you appointed on a permanent basis? 

Mr. HocuperG. 124 are charged against that figure, sir. 

Mr. Taser. Where are you getting the money for the rest? 

Mr. Hocuserea. Out of the funds that were appropriated for part- 
time and temporary employees. 

Mr. Manon. Funds that were appropriated directly to the Na- 
tional Security Resources Board? 

Mr. Hocusere. Yes; under the heading ‘Part-time and temporary 
positions.” 

Mr. Manon. I think it is properly the disposition of Congress to 
hold Federal employees to the lowest reasonable minimum. We have 
about 2% million Federal employees, I believe, and the more people 
we have working for the Government the fewer people we have work- 
ing to support the Government directly. 

Your appropriation for the fiscal year 1952 was how much? 

Mr. Hocupera. $1,600,000. 

Mr. Manon. And for the fiscal year 1953 you are requesting 
$1,780,000? 

Mr. Hocupera. Yes. 

Mr. Manon. That is shown by the green sheets before us. 

Now, in your justifications, page 18, I read the following: 

These funds will support the small staff required by the Resources Board in 
its work. It will support a permanent staff of 150 positions * * *, as 
compared with possible permanent staff of 135 positions for the current fiscal year. 

You want 150 next year? 

Mr. Hocusera. Yes. 

Mr. Manon. That will be 15 additional? 

Mr. Hocusere. Yes. 

Mr. Wiceieswortn. And there are 124 actually on the rolls now? 

Mr. Hocusera. Yes. 

Mr. Gorrig. That is right. 

Mr. Manon. I will continue the quotation: 

They will support a permanent staff of 150 positions and, in addition, provide 
approximately 34 man-years of temporary service primarily from consultants. 
The 150 positions represent a net increase of 15 positions over permanent positions 
to be filled in 1952. These 15 positions will be assigned to the 4 substantive offices 


of the Board with approximately the same number of positions assigned to each 
office. Reductions in the administrative areas should be possible by the end of the 
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fiscal year 1952 with the liquidation of the President’s Materials Policy Commis- 
s10n. 

What is that? 

Mr. Gorrir. That is the commission that was sét up by the Presi- 
dent to make an over-all study in the materials field. Mr. William 
S. Paley, chairman of the board of the Columbia Broadcasting System, 
is the head of the Commission. . 

Mr. Manon. You are paying for that, and that will be liquidated 
after this year? 

Mr. Gorritr. The Commission has its own funds, sir, but we will 
follow up. It ends about January 21. We are carrying on the work 
that they have developed. 

Mr. Hocuserc. This particular part refers to the administrative 
costs, We provide administrative services with our personnel to the 
Paley Commission, Office of Defense Mobilization, and the National 
Security Training Commission under Mr. Wadsworth. In other 
words, we are trying to make the most efficient use of the NSRB Ad- 
ministrative Office personnel. 

Mr. Manon. I see. 

Continuing with the quotation on page 18: 

These will be offset by the assignment of 8 permanent positions in telecommuni- 
cations activities in the Production Resources office; the regular professional staff, 
including secretarial and clerical assistance, will total then 103 permanent posi- 
tions, the balance of 47 positions will be required by the administrative office which 
handles the payrolls, personnel work, security activities, library and records serv- 
ice, and similar items for the Resources Board, for the Office of Defense Mobiliza- 
tion and the National Security ‘training Commission. Each agency is so small 


that it is far more economical for one administrative group to provide services to 
all three agencies. 


BOARD’S ASSISTANCE TO THE PRESIDENT 


How closely do you work with the President? How close is this 
Board to the President himself? 

Mr. Gorrie. We conduct various studies that the White House 
requests in connection with its work. For example, recently it was 
necessary for the President to make a report to Congress on the dis- 
position of synthetic rubber plants which are operated by industry 
under contract with the Government. The law requires the Presi- 
dent to consult with the National Security Resources Board before 
making his recommendation. We conducted a survey of the synthetic 
rubber industry and established an inter-agency committee to help us. 
We made a report and recommendation to the President which he 
could use in drafting the recommendations which were recently sub- 
mitted to the Congress. 

That is an example of the type of work we do. 

With regard to techniques that would prevent the enemy from 
“homing in” on our electro-magnetic radiation devices in this country, 
the President requested the Board to make a survey of the problem 
and come up with a recommendation for him in connection with the 
Air Force, the Federal Communications Commission, the Federal 
Civil Defense Administration and other agencies of the Government, 
which we did. 

The chairman meets the President at frequent intervals and 
discusses problems of the longer-range phases of mobilization planning 
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with him. The Chairman sits as a member of the National Security 
Council which meets normally weekly, and the Vice Chairman 
represents the Resources Board on the senior staff of the National 
Security Council, which is the Council presided over by the President. 

Mr. Manon. Regardless of who the President is, and regardless of 
the party affiliation, I want him to be able to surround himself with 
enough people to assist him in carrying out his duties. That would 
not mean, I would think, that in one of the departments of the Govern- 
ment the President should have everybody he wanted. But in the 
close relationship of operating his office, I feel that he is entitled to 
have the people he thinks he needs within the bounds of reason. 

Now, since you sit as one of the members of the Security Council, 
you do meet frequently with the President. 

Mr. Gorriz. Right. 

Mr. Manon. But members of your staff do not do so? 

Mr. Gorrie. They do not meet with the President directly. They 
work with members of the Bureau of the Budget and the Office of 
Defense Mobilization, the Council of Economic Advisers, and mem- 
bers of the White House staff on various problems that may come up. 


POSSIBLE OVERLAPPING OF BOARD’S ACTIVITIES AND THOSE OF OTHER 
AGENCIES 


Mr. Manon. It always occurs to me there is so much duplication 
in this business. You have Mr. Wilson’s shop and the Department 
of Defense, for example, on this homing device that might be used, 
to which you referred a while ago. You people are not experts in 
that field. The Department of Defense, it seems to me, could give a 
better answer. That is where you would have to get your answer, 
from the Department of Defense. 

Mr. Gorrig. From the technical side, but working out the adminis- 
trative problems of the various agencies that deal with it—as between 
agencies that have claimant responsibilities and problems of that 
kind—we would work on that. For instance, Civil Defense may want 
to use certain channels of communication, but the defense problem is 
one that raises the question of how you make the channels of com- 
munication available to Civil Defense but not available to the enemy 
for use in “‘homing in.” 

There are things of that nature, and the correlating of activities of 
the Government in relation to this defense program. 

Mr. Manon. Well, now, the President has all manner of advisers, 
it seems to me, in economic matters. Is there not Mr. Keyserling? 

Mr. Gorriz. Mr. Leon Keyserling is Chairman of the Council of 
Economic Advisers. 

Mr. Manon. You have an economic adviser here. 

Mr. Enpter. I[ am right here. 

Mr. Mauon. Since the President already has Mr. Keyserling in his 
shop, how do you integrate your work into this business? 

Mr. Enpter. The activities of the Council of Economic Advisers 
come under the Full Employment Act of 1946. The kind of work we 
do is concerned with mobilization planning to improve our defense in 
the event that we get into a full-scale war. 

Mr. Manon. Does not the Munitions Board and the Department 
of Defense and Mr. Wilson’s shop do that kind of thing? 
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Mr. Enver. Let me explain further. The Munitions Board, as I 
see that operation, is concerned with mobilization planning for the 
military services, which in itself is an enormous job. We rely on 
them for assistance on military requirements and answers to military 
plans and questions. To the military requirements data, we add the 
information we need on foreign trade problems, foreign aid assistance, 
wartime industrial and civilian requirements, and data for other 
security programs like atomic energy, stockpiling, Maritime Com- 
mission, Civil Defense, and so on. 

We bring together the information on estimated availability of 
supplies and resources under assumed wartime conditions. We work 
out with the defense agencies and with the Munitions Board an eval- 
uation of what the economy can do in the event of full-scale war and 
what readiness measures we have to undertake in order to preserve 
our defense position. 

Now, the operating defense agencies like the Office of Defense 
Mobilization and the DPA are performing a specific job for the 
defense mobilization program, which has been approved and supported 
by the Congress. Those agencies have a large assignment to keep up 
with that program and they find little opportunity from the pressures 
of operating tasks to look forward to the full mobilization plans and 
problems. 

I spent some time in the Defense Production Administration during 
1951. I was one of the staff transferred from the Resources Board 
to the Defense Production Administration to help get that agency 
started. When we went down there we thought we would also handle 
the work for the forward planning for full mobilization. Actually we 
found no time to do that kind of work. The kinds of pressures you 
get on an operating assignment keep you busy with immediate 
problems at all times. You do not have a chance to study and reflect 
over what the broader future programs ought to be or how the current 
work fits in with the expected needs of a full-scale war. These are the 
tasks we attempt to do in the Resources Board. 

Mr. Manon. What is the difference actually in the total amount 
made available to you in the fiscal year 1952 and the amount requested 
for the fiscal year 1953? Is it the difference between $1,630,000 and 
$1,780,000? 

INCREASE IN NUMBER OF POSITIONS 


Mr. Hocuserca. That is right, sir—on an obligation basis. 

Mr. Manon. I think it would be good if all agencies could operate 
in the fiscal year 1953 with no more civilian personnel than they had 
in the fiscal year 1952. How many additional full-time personnel do 
you want in the fiscal year 1953? I am talking about full time, not 
permanent. 

Mr. Gorriz. Actually 15 above the 135 that we are authorized to 
have. 

Mr. Manon. At this time you have 167 full-time personnel. How 
many do you want to have full time in the fiscal vear 1953? 

Mr. Hocupere. Sir, the part-time and temporary funds requested 
will support between 20 and 50 of these temporary people at any one 
time. 

Mr. Manon. Temporary full-time people? 

Mr. Hocuserca. That is right. 
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Mr. Manon. This is still not clear to me. Your full-time person- 
nel, temporary or permanent, right now, is 167. What wiil it be in 
the fiscal year 1953? 

Mr. Hocusera. About 180, sir. 

Mr. Manon. Could you not properly operate your shop on the 
same personnel basis that you had this year? 

Mr. Gorrie. This is the reason, Mr. Chairman, I asked for this in- 
crease of 15: As you recall, in 1951, we transferred most of the Board’s 
staff away. We reduced our budget from $3,500,000 to $1,600,000. 

Mr. Manon. That is right. 

Mr. Gorrie. I was not in a position at that time to know what 
staff we would need in reconstituting the Board. We voluntarily re- 
duced the staff to 135 people. When you talk about full-time tempo- 
rary, you should consider that we work on different projects. At one 
time we may have 167 so-called full-time people on the rolls and part 
of them will be temporary. Perhaps 2 weeks from now, or a month 
from now, we may have that reduced back to 124 or 130, or whatever 
the figure may be. But in order to set up the organization that we 
outlined for this year, I felt that we needed the authorization for 
150 positions—full-time permanent positions—within the organiza- 
tion, in order to do the job that it appears to me the Board should do 
in 1953. 

Mr. Manon. Since the budget for this Board at one time was about 
$2,500,000, or $4,000,000, and since it is down this year to about 
$1,600,000, there must be some explanation why you need so much 
less. Either you are not getting enough now or you had too much 
before, or there is some other explanation. Who has the answer to 
that? 

Mr. Gorrir. The basic reason for that, Mr. Mahon, is that prior 
to setting up the defense mobilization agencies following Korea, there 
were no agencies of this kind in the Government other than the Na- 
tional Security Resources Board. The Munitions Board, which was 
mentioned, is a part of the Department of Defense. 

The Resources Board was set up to advise the President concerning 
military, civilian, and industrial mobilization. When Korea came 
along the Resources Board launched the program, coordinated the 
activities of the various Federal agencies doing the defense mobiliza- 
tion job. When it became apparent that we were going to be in for 
a relatively long period of mobilization with a substantial mobilization 
build-up, the President appointed Mr. Wilson to actually direct the 
mobilization program. 

We turned over a large portion of our staff to the Defense Production 
Administration and to the National Production Authority, the Office 
of Defense Mobilization, and to the Federal Civil Defense Administra- 
tion, which was set up at approximately the same time. 

Mr. Manon. If we should abolish the National Production Admin- 
istration and the Offiee of Defense Mobilization, and if we should have 
a great degree of world stability, more than we have now, do you mean 
to imply that probably you would then require more people than you 
now have in your Board in order to do, at least on a skeleton basis, the 
things being done by other agencies at this time? 

Mr. Gorriz. That would be my prediction at this time; yes. 
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PROBLEMS OF HOUSING AND COMMUNITY FACILITIES 


Mr. SHepparD. I notice on page 3 of your statement, in expressing 
the duties that fall within the category of your functions, you include 
that of housing. With reference to the housing aspect, just what does 
your division do, Mr. Gorrie? 

Mr. Gorrin. The Board is concerned, Mr. Sheppard, with the over- 
all problem as to the housing and community facilities available, 
both in cases where there is an increase in requirements due to defense 
production and in the event of an attack that would destroy existing 
housing and community facilities. 

Our planning in this field is for the possibility of war. For example, 
in this area of postattack rehabilitation planning, about which we 
talked, and of industry dispersal, which is another part of the 
program—where industries are moving out around the periphery of 
these large metropolitan areas—we are concerned with the fact that 
adequate housing and communication facilities be provided the 
communities to take care of the people essential to defense industries. 


DISPERSAL OF INDUSTRY 


Mr. SHepparp. While you are on that topic, does it fall within the 
purview of your functions to advise whether that dispersal is eco- 
nomically feasible or not? 

Hypothetically, here is operation X, which has to be transferred 
to another geographical area in which there is no concentrated man- 
power. To what degree do you interest yourselves and what juris- 
diction do you have for making recommendations whether dispersion 
shall be effected or not effected? : 

Mr. Gorrrg. Our particular interest has been in achieving disper- 
sion in this particular area. We want to make certain that our 
industrial complex is protected as well as possible in the event of an 
attack. The best protection known today in connection with industry 
is space. 

“4 a democracy you cannot tell industry where to locate, or to 
move from one city and go somewhere else, so we try to work out 
with the local people, with the industrial people, and with labor some 
kind of realistic program that would make industrial dispersion 
possible. 

Mr. SHepparp. While you cannot perhaps mandatorily, as it were, 
tell operator X that he must operate in geographical location B, under 
the expansion program he either does or he does not get a contract; 

is that not true? 

Mr. Gorrie. In the Government incentive program which we 
worked up in setting up this dispersion program, one of the elements 
that is considered by the Defense Production Administration under 
the Office of Defense Mobilization in the granting of certificates of 
necessity, loans, materials, contracts, and so forth, is security of loca- 
tion. 

Mr. Suepparp. What effect did the fact that the Congress rejected 
the dispersion act just prior to its adjournment have on your policy 
of procedure? 

Mr. Gorrigz. The dispersion program that we recommended to 
the President, and which the President approved August 10, has no 
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relation whatever to the dispersion program that was rejected by the 
Congress. 

Mr. SHEPPARD. I see. 

Mr. Gorrie. It has been accepted, I would like to say, by approxi- 
mately 40 of the 60 major metropolitan areas of the country. 

For example, the San Francisco Bay area has organized, also Los 
Angeles, Detroit, Cleveland, and Philadelphia. New York is or- 
ganizing. ‘The program has had wide acceptance both in the metro- 
politan areas and in the so-called dispersed areas of the country be- 
cause we have tried to use the principle of letting the local people in 
their own communities determine what dispersal areas they have in 
their own communities. They have set up their own community 
organizations representing industry, labor, planning people, and so 
forth, and are working up material showing the sites which meet 
the standards of dispersal. 

The idea is not to pick up any existing industrial plant and move it 
anywhere; only to be concerned that new industry, when it locates in 
and around these metropolitan areas, is put at a sufficient distance away 
to not constitute an additional or an increased target. 

Mr. SHepparp. What would you at the Washington level use as 
the criterion upon which to make a decision of that character? Let 
us take the city of Los Angeles as an example. There have been sev- 
eral instances where existing facilities are available. A plant is de- 
veloping material that is used for houses and so forth. It is called 
upon by the military to get out—get farther away. 

I know one instance where they wanted to move it some 1,000 miles 
when in reality there was available space both as to buildings and so 
forth in a radius of 67% miles. This means that you are going to have 
a very definite reaction. I am just citing that as an instance. That 
means that you are going to have to transport your so-called scientists 
back and forth over that extended mileage. Some place along the 
line economic reasons would dictate against such a dispersal. 

What I am trying to establish is, where is the jurisdiction vested in 
government that says, ‘‘Listen, we will go up to this point because it 
is economically feasible and feasible securitywise, and beyond that 
we will not go”? That is what I am trying to establish. What does 
your department have to do with those determinations? 

Mr. Gorrie. The recommendations that we made for industrial 
dispersion were 10 to 20 miles from a target or an industrial concen- 
tration, or less, depending upon the terrain. If it was rugged terrain, 
there would be less chance for destruction. 

Mr. Suepparp. That is a pretty basic line of demarcation that is 
established by your bureau? 

Mr. Gorrir. Yes. ‘ 

Mr. SHepparp. And if we have excessive mileage added on to it, 
I can only infer that that was done by those in the field offices, for 
reasons best known to themselves. 

Mr. Gorrie. Dispersion is only one of the factors that is taken into 
consideration in the granting of certificates of necessity, loans, and 
so forth. You were talking particularly about scientific installations. 
If it is a departmental program of some kind, the agency may have 
other reasons that I do not know. Our objective was, and what we 
did was, to recommend to the President a national policy which he 
approved, to avoid some of the things that you are talking about 
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because it is not necessary to move things hundreds of miles, or 
thousands of miles, to get reasonable dispersion. If you move them, 
it is an economic expense to the country in the sense that you can not 
use the housing and the community facilities and the transportation 
facilities and the communication facilities that are now available, in 
our major areas. If you try to move things out, or locate all new 
things out in open areas, then that means that you have to take 
critical materials and manpower that are probably not at the new 
location. 

Mr. SHepparpD. Public utilities, and so forth? 

Mr. Gorriz. Yes, and move them or build new ones. That is the 
thing we were trying to avoid. We worked with 18 agencies of the 
Government in developing this, including the military and the Air 
Force. We also worked with industry and labor. We set up a pilot- 
plant operation. We said to a city, “you people come up with the 
things that can be done.” At the present time we have the Stanford 
Research Institute working with the San Francisco Bay Area Council 
in developing even more definite criteria that can be applied to each 
metropolitan area. 

Mr. SHepparp. What I am trying to do here, frankly, is this: 
I have no objection to the premise and lines of demarcation that you 
have expressed here as being your policy. I am trying to locate the 
elasticity that evidently is following in the wake and see if there is 
some place somewhere, somehow whereby we can pin down an au- 
thority that says, ‘Listen, your line of demarcation is this.” 

Now, if there is an individual, or a collective group that has that 
authority, that is what I am trying to locate. : 

Mr. Gorrisz. If you are speaking strictly of dispersion, you will 
find that authority in the Office of Defense Mobilization as exercised 
through the Defense Production Administration, the DPA. They 
have a committee working with the Industry Evaluation Board, the 
Facilities Protection Board, and with the Defense Department, in 
making these determinations. The authority was given to Mr. 
Wilson by the President under the dispersion program. If it is some- 
thing else besides dispersion that makes somebody decide to move 
something some place else, then, of course, that is another question. 
You would have to go directly to the department having the authority. 

Mr. SHepparp. That I grant, but under the so-called coordinated 
principle of governmental functions which we understand is prevailing, 
it resolves itself back to the interpretations after an announcement of 
a policy whether it be dispersal or something of like character. 

Mr. Gorrig. Right. 

Mr. Suepparp. And the elasticity that develops out of this pro- 
cedure is vested, so far as it can be stopped, in some department of 
government. I think you explained it when you say that falls within 
the jurisdiction of Mr. Wilson. I have my answer to that problem. 
Perhaps I have taken too much of your time to establish it, but it is a 
very important one because it is reflected, not necessarily in the 
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appropriation requests of your own division, but very definitely in the 
total appropriations requested, because of certain moves that appear 
at the time to be unnecessary. 

I am trying to establish what authority can be conferred with to 
stop a lot of that foolishness. 


RESOURCE ADVISERS AND SPECIALISTS 


Mr. Taser. Mr. Gorrie, I have been looking over the positions 
that indicate your activity, and, frankly, they intrigue me. 

On page 5 of the green sheets I see six resource advisers in the total 
amount of $72,400. On page 6 of the green sheet you have 26 of 
them—resource specialists—at $287,300. The 26 is an increase of 9 
over what you previously had. 

Now, this last group called resource specialists, what do they do, 
and what is the excuse for the extra nine positions? Who are they? 
Do you have a list of them? 

Mr. Gorriz. Do you mean by name? 

Mr. Taper. Yes. 

Mr. Gorrie. I can give you a list of the people we have at the 
present time. 

Mr. Taser. I would like that. 

Mr. Gorrtsr. This nine is for people we hope to acquire, and I do 
not have a list of them. 

Mr. Taser. I understand that the 9 would be acquired, but do 
you not know about the 6 and about the 17 that you already have? 
I would like to get that list and have it put in the record. I would 
like the salary of each and a little idea of what they do and what their 
activities are. I would like to find out something about what you do 
that is an effective activity. 

(The information following was subsequently supplied :) 


PosITIONS 


Under the reorganization of the staff announced by the Chairman on November 
1, 1951, each of the following budgeted positions is assigned to one of the four 
planning offices and is being reevaluated in accordance with civil service pro- 
cedures. 
6 resource adviser positions 


| | 
Budgetary title and resource area | Number | Grade Rate 
} 





Resource adviser: 





Human resources - -- -- -- Fp eee, - ES PPR 1 | GS-16 $12, 000 
NS SE re CC eae ee 1. GS-16 12, 000 
‘Transportation _-_..-.-- 1a NEG Oo 1 | GS-16 12, 000 
Energy and utilities. ............-.-.-- 1 | GS-16 12, 000 
Production .............: a 1 | GS-16 12, 000 
Health resources... -_- 1 | 
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17 resources specialists posi/ions currently budgeted 





@ 
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Resource area No. Grade a _ Specific assignment A 
Materials resources................- 1 GS-15 $10, 800 | Domestic materials. : 
OER NEN a To 1 GS-15 10, 800 | Foreign materials 
Tick tusks s cxieatiiligi, wie 1 GS-15 10, 800 | Stockpiling. t 
Seia adendihs win cosiaaoudcmeasad 1 GS-15 10, 800 Commodity specialist. 3 
ERE IS RIE RE 1 GS-15 10,800 | Energy. 
ala sng ie oats Sevens tsi aoe’ 1 GS-15 10,800 | Technology. 
Human resources.___..............- 1 GS-15 10, 800 — and community facili- 
AEST Sana 1 GS-15 10, 800 | Labor economist. 
SAS BG REE AR RO 1 GS-15 10,800 | Foreign manpower. 
EER EEE A a aS 1 GS-15 10, 800 | Seientific personnel. 
RRS Set eGR ea EE 1 GS-15 10,800 | Manpower control program. 
|, SREY Se Ta acay a 1 GS-15 10,800 | Education and research. 
Special aan programs 1 GS-15 10,800 | Industrial dispersion. 
SARTRE SIE 1 GS-15 10, 800 | Protection of government. 
Do. The 1 GS-15 10, 800 Do. 
ie sos i 1 GS-15 10,800 | Postattack rehabilitation. 
Do. 1 | GS-15 10, 800 Do. 
7 183, 600 
Annual within grade rate___. |--------->-- ji 6, 500 
Teal... : ; iia enna: Rimacd ------| 190, 100 
| 



































) : 
Resource area | Number Grade —_ Specific assignment 
\- SS eee — 
| 
ae Eee e a 1 | GS-15____- $10, 800 | Technology. 
‘ite SE EPA T eEey o ae 1 | GS-15_- 10, 800 | Commodity specialist. 
Shesnees NN ne Sos oda nd 1 | G§-15___. 10, 800 | Military manpower. 
RS Re Paar Se ee he | 1 | GS8-15___- 10, 800 | Labor relations. 
A eKits ii artes nip ick cose j 1 | GS-15___.. 10,800 | Industrial and agricultural pro- 
duction. 
Production resources. ___.._--- sii 1 | GS-15 10, 800 | Facilities. 
a -security programs____-__._- } 1 | GS-15 10, 800 | Postattack rehabilitation. 
less ccomcnbitveerter teem | 1 | GS-15 10, 800 Do. 
Do I Ree re) EEE DS SRST | 1 |} GS-15 10, 800 | Protection of Government. 
che cties coun E 4 SURE & 97, 200 
PERSONNEL 


Personnel occupying or temporarily carrying out the duties of resource adviser positions 


























Area Name Grade regen 

Human resources._--. -- Robert L. Clark....| GS-16_.__- $12, 200 

Materials-_.............| James K. Remsen_..| GS-15___- 4 Temporarily carrying out the 
duties of this position. 

Transportation... _____- Alvin B. Barber....| GS-15 11, 050 0. 

Energy and utilities....| Robert Blum-.-.-...__|.-.....--.-. 11,800 | Temporarily carrying out the 
duties of this position; em- 
ployed at $45.36 per day, WAE. 

Production__..-.....-.- Francis M. Shields_-}-.-..--...--- 13,000 | Temporarily carrying out the 
duties of this pention, em- 
ployed at $50 per day, WAE. 

Seiten hens wires BS « Herbert E. Klarman.| GS-15_--- 10,800 | Temporarily carrying out the 

— —|} duties of this position. 
RNs ewincionlbiancGacaca tieséeenae lpcansveiinnnt 69, 650 















Personnel occupying or temporarily 
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carrying out the duties of resource specialist 


























positions 
Annual 
Area Assignment Name Grade amount 
Materials resources..| Foreign materials -- ._- Halsted B. Vander- |_______- $10,920 | Temporarily carry- 
Poel. ing out the duties 
of this position; 
employed at $42 
per day, WAE, 
Do. Domestic materials_...| Vacant_..._...---- GS-15_| 10,800 
res oe Stockpiling _._.........}____- RE Pa GS-15.! 10,800 
- sepheadlyyepasuaely ts. Commodity specialist_; Lester S. Dame GS8-15_| 10,800 
Beats dso chive PN aia dGinindéanwrn a eee be ar ae GS-15.| 10,800 
SRS fo Pe Rs Seer _....| GS-15.| 10,800 
Human resources Housing and commun-} Bernard E. Losh- | GS-15_; 10,800 
ity facilities. bough. 
| ee Labor economist - - _ -_- Murray S. Wer- | GS-14 9,600 | Temporarily carry- 
nick. ing out the duties 
of this position. 
Do Foreign manpower-___.| Duncan Campbell -| 10,800 | Temporarily carry- 
ing out the duties 
j of this position; 
} employed at 
| $41.52 per day, 
| WAE. 
eee ae Scientific personnel_...| Mark Colburn_.._.; GS-12 7,040 | Temporarily carry- 
ing out the duties 
of this position. 
Ba nb seit od Manpower control | Alvin M. Rucker_.-} GS-15; 10,800 
program. 
BNR £< sbi pnne Education and_ re- | Claude E. Hawley-| GS-15_} 10,800 
search. 
Special security pro- | Protection of Govern- | Tracy B. Augur_...| GS-15} 11, 550 
grams. ment. 
We henetasecuss sf RRR ee Ara Russell Ash, | GS-14 9, 600 Temporarily carry- 
Jr. |  infout the duties 
of this position. 
Do... .| Industrial dispersion - - Keri 4: Tom- | GS-14} 9, 600 | Do. 
ohrde. 
Do Postattack rehabilita- | William H. Stead _..-| 13,000 | Temporarily carry- 
tion. | | | | ing out the duties 
| of this position; 
| | employed at $50 
| | | per day, WAE. 
Sy Re es .do- .-| Weldon A. Stein | GS-14.| 9,600 Temporarily carry- 
} | ing out the duties 
| of this position. 
j | \—_———| 
Nr i a PO a ee | 178, 110 | 





FuNcTIONS OF THE BoarD 


Mr. Gorriz. Our board work is broken down into four major 
categories: materials resources; production resources; human re- 
sources; and special security programs. 


In each of those areas we have three divisions. 


In material 


resources we have the division of materials, the division of energy, 
and the division that we call technology. 

In materials resources we are concerned about the materials position 
of the country over the next 5 to 15 years, whatever the foreseeable 


future is. 


RELATIONSHIP OF BOARD WITH OTHER AGENCIES 


Mr. Taser. Is not that the same thing that the National Produc- 
tion Authority is going into? 
Mr. Gorris. They are concerned with our immediate materials 
position and that which they feel will be adequate to carry the pro- 





duction program over the period of this current mobilization build-up. 
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We are concerned about that of course, but the long-range materials 
position of the country is what we are concerned with most. 

For example, just a few days ago Mr. Wilson and I were talking 
about the problem of iron ore, the low-grade iron ore that is available 
to maintain our steel capacity over a long period of time and keep the 
country strong in the event that we should get into a war. 

Mr. Taser. Why do you need so many of these folks? I have just 
heard where one of your fellows went over to the National Production 
Administration and stayed with them for several months and helped 
them work out their programs here. It seems to me we have a lot of 
overlapping activities involved here between the National Production 
Authority and your set-up and the set-up that we had here yesterday, 
the National Security Council. I cannot understand why you require 
so many of these resources people. 

Mr. Dickinson. Could 1, perhaps, with my background, answer 
that question? I am Vice Chairman of the Board, and I have had 
certain experience in the last war. 

Mr. Taser. | would like to have you tell me what they have to do, 
and of what value they are, and what activity is represented by them 
and why it does not overlap the activities of these other agencies. 
If you can tell me that, | would like to have it. 

Mr. Dickinson. I will give you an explanation. Whether it will 
be satisfactory or not, | do not know, but I will try my best. 

The basic problem of running the Defense Production Administra- 
tion and the National Production Administration is that you engage 
in day-to-day activity; you are an operational agency, and the policies 
that you must make therefor have to do with day-to-day decisions. 

Now, it is necessary that we have some organization that handles 
the perspective; an organization that can pull away from the day-to- 
day operation and look ahead and say, “‘It is fine to make this decision 
now for next year, but by making this decision now for next year you 
are absolutely bankrupting yourself in certain raw materials within 
the United States for the period 1955 to 1960.” 

Now, Mr. Wilson is very much concerned about that, and he, for 
example, came to us and requested that while these current programs 
are going on we look ahead at the raw materials situation that will 
affect the security of this country in 1955 to 1960. 

The reason we have to do that is if we are to supply those raw 
materials in that period of 1955 to 1960, decisions must be made in 
1953 as to what kind of financing you want to do, either through 
private industry or otherwise, or what kind of overseas diplomatic 
negotiations you might have to get into because you might want to 
open up new resources; so by having an agency that is not engaged in 
day-to-day operations, but is purely a staff agency on policy we can 
get into that type of operation. .We can take a man, an expert in the 
field, who can draw on all the existing agencies and he can then pull 
that material together because the archives of the United States 
Government are rich in material. Interior is rich in material on 
mineralogy. Private corporations of the country are rich in material, 
and all we try to do is to pull that information together; get a perspec- 
tive on it so that we can make a recommendation looking ahead. 
That is the reason why we are purely a staff agency engaged purely 
in policy recommendations. 
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Now, the relationship between what we do in the National Security 
Resources Board and what Mr. Wilson does is the short-range pre- 
mobilization program as compared to the long-range problems that 
are growing out of that, if we continue to be in a semistate of war, 
plus the additional fact of anticipating the requirements we will have 
to meet if we go into total war. 

For that reason we constantly scan the war plans of the armed sery- 
ices to make sure that should we go into war today we are going to have 
the resources, and should we go to war in 1957 or 1960 we will still 
have the resources. 

For example, the cobalt and special alloying materials that we will 
need in that period. 

Now, we can do that because we are not engaged in these day-to-day 
activities. 

One of the reasons why we need these people at this level is that they 
must have the prestige to go in and talk at relatively high levels in 
other governmental agencies, with private industry and universities; 
with the prestige and background and knowledge they would have at 
these levels. That is very necessary because we do not want to build 
up a large staff here for this type of job. We try to do it with two or 
three people on a particular problem. 

Now, the relationship between that and the National Security 
Council is that the National Security Council is making security 
decisions and recommendations to the President. I am on the senior 
staff of the NSC. When we are discussing a policy, I can say, “That 
is a fine national policy as of today, but do you realize that 5 years 
from now we will be very much interested in a certain area in central 
Africa because that is going to be one of the few places where we can 
get a certain material. Therefore, if you are interested in that area, 
and are making the decision today, you should take into full consider- 
tion that particular fact because that may bother you 5 years from 
now.” 

We give that perspective to the Council because we are not in the 
day-to-day operations that the State Department is, and the CIA and 
the Defense Department. 

Now, we had similar experience in the War Production Board. 
When I was executive director of the planning committee, we tried to 
do the long-range planning within the War Production Board, tried 
to anticipate the problems ahead, and we found that our good per- 
sonnel that could look ahead and be professional about it were con- 
stantly being given day-to-day problems to solve because the Chair- 
man of the WPB, as will the head of any agency engaged in current 
activities, wants to use the best possible people that he can on urgent 
matters. He grabs them and puts them on a current operating job, 
so we in WPB had to cancel out that long-range activity. 

We find, in order to have a perspective on operations, we must have 
a group withdrawn from direct operations. 

Mr. Taser. Now, your National Production Authority has been 
starting all sorts of plans and promoting all sorts of activities for the 
development of aluminum, copper, and tin. I do not know what 
they have done on steel. 

If they are the ones that are charged with starting all of this set-up, 
it would seem to me that they would have to have a staff which could 
take a long-range view of the job because none of those plans they 
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would develop would possibly be in action in less than 9 or 10 months. 

Mr. Dickinson. Or even for a longer period. 

Mr. Taser. It would seem to me if they were going to do that, 
and it was their responsibility, they would have the facilities rather 
than another outfit. 

Mr. Dicxrnson. On that specific question, yesterday I sat down 
with Sam Anderson, who is in charge of the total aluminum program, 
and he asked us, anticipating the problems of future expansion, to 
look ahead, for example, at the Ohio coal fields. 

We are running out of hydroelectric energy to convert aluminum 
in this country, and he asked me particularly to make a study of the 
long-range capacity of the low-cost thermal units, power units, in 
the Ohio coal fields, so that we can develop new turbo-generators that 
will produce power at 2 mills. That is what you need to have an 
economic aluminum operation. 

Mr. Taser. Are there not quite a lot of those things already in 
operation in that territory? 

Mr. Dicxrnson. That is right, but there will have to be a good 
many more in operation if we are to have a secure aluminum program 
in the future because we are going into a period of light metals. In 
the long run we are going not only into this 140-wing Air Force, but 
we will be phasing toward 1960 with the whole problem of guided 
missiles, which brings up light metals again. We are going for the 
first time into titanium, which requires four to seven times the amount 
of electrical power to convert than aluminum does at the present 
time. Again, it requires very low cost power. 

Mr. Taser. I thought that industry was very largely covering 
metals. I am somewhat familiar with those situations and I have 
studied them in connection with these Government power proposals, 
and I have found a very considerable power development. I would 
think that that was being covered by those people. 

Mr. Dickinson. Yes, it is, and that is a point that I want to 
make—we do not staff up with a large staff to make a study on that. 
What we do is, to go out into the field, to the power companies in the 
districts that are working on this. What we do not want to happen 
and what has frequently happened in the past is that you got one 
agency going down and getting all excited about a power study and 
spending a lot of money, time and personnel on it; whereas you will 
find, if you take the time, that some other agency has already done it 
or that private industry has done it to survive. All we do is to use a 
person that is knowledgeable in the field, that can go out and talk to 
the industrialists, pull all the studies together and from them say to 
Mr. Anderson—These are the conclusions. This is what we can do. 

By having Mr. Anderson coming to us on a particular aluminum 
problem; by having Mr. Wilson come to us and asking us about the 
taconite developments, particularly as they were developed in Ger- 
many during the war for the utilization of low-grade concentrates, 
we can with this relatively small staff do jobs that he would have to 
do by diverting his operating personnel that are engaged in their 
present studies of this current emergency situation. 

It is really a conservation of manpower. That is what we are trying 
to do, and we are convinced that you cannot sit in Washington as a 
governmental employee and do the thinking for the country. You 
have to go out where the problems are. You have to consult the 
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people who really know about the problems. That is the reason when 
you look at our set-up you will see these relatively high grades. You 
will notice that we do not have very many lower grade professionals 
in here. The reason is that we must, by statute, utilize the services 
of other governmental agencies to do the bulk of the work. It is 
our principle to utilize educational facilities around the country; go to 
them and to their specialists and scientists in the field, and go to 
American industry. 

I was up 2 weeks ago talking to my old boss, Irving Olds, talking 
about the postattack rehabilitation program, and he offered free his 
top engineers on the problems we will face if we get the steel industry 
semiknocked down and will have to get it back operating. That is 
in his interest as chairman of United States Steel. 

But there are certain things that the Federal Government will 
have to do to help the steel industry. We want to know what indus- 
try thinks the Federal Government should do, what it thinks the 
community should do, and what industry itself can do; and what 
financial help they will need from private banking and what financial 
help they will need from the Government. 

The theory behind all this is that we will have people, when they 
go out and talk to a vice president of a large corporation, who will 
be knowledgeable enough that the corporation official will not be 
able to say, ‘‘This kid is not dry behind the ears yet.” 

If you have somebody who has been around and can talk intelli- 
gently you can get the necessary information quickly and with a 
minimum impact upon that man’s time. That is the theory that we 
are trying to use in building this staff. 

Mr. Hrrencock. I would just like to add two points: One is the 
fact that Mr. Wilson’s organization, as has been pointed out to you, 
has day-to-day pressures upon it which are enormous. We all know 
from the administrative point of view that when you have people 
around and there are hot problems, the tendency is to put the people 
who can handle those hot problems on the job. We have talked many 
times with Mr. Wilson and his subordinates about this problem of 
giving adequate attention to the things which are tremendously 
significant 2, 3, 5, 10 or more years from now, but which do not have 
to be considered in terms of today’s problems and today’s decisions. 
There is always a tendency to use the people who are put in an organiz- 
ation to handle the long-range problems, to use them on the short- 
range things under pressure. We are attempting to assist in this 
way. 

Now, as to the reasons why we need these resource specialists, I 
would like to cite you an experience out of my own industrial back- 
ground. 

A good many years ago I was a metallurgical engineer with the Gen- 
eral Motors Corp. My first assignment with General Motors was in 
their gray iron foundry in Saginaw, Mich., and I worked there as a 
metallurgist. They also maintained a large metallurgical staff in their 
research laboratory in Detroit. I worked in both places, and with the 
same technical equipment, but I was put in Detroit to work on the 
longer-range aspects of metallurgy for the corporation which could not 
possibly be handled in the foundry because of the day-to-day pressures 
of keeping the melts right, of seeing to it we cast good Chevrolet and 
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Buick blocks in thatfoundry. That closely parallels the need here for 
your resource adviser. 

Mr. Taser. What is your title, Mr. Hitchcock? 

Mr. Hircucock. I am program assistant to the chairman, sir. 

Mr. Taser. Are you down here as the executive assistant to the 
chairman? 

Mr. Hircucock. No, sir. 

Mr. Hocusera. He is one of the office directors. 

Mr. Dickinson. On page 5, under grade 16, you see the title of 
office director. Mr. Hitchcock is one of the office directors. 


STOCKPILING 


Mr. Taser. The last I heard was the Munitions Board was the one 
charged with maintaining the stockpile; is that right? Do they still 
have that job? 

Mr. Dickinson. Purchasing rests with Mr. Larson in the General 
Services Administration. 

Mr. Gorriz. The Munitions Board maintains the Interdepart- 
mental Stockpiling Committee, and has the responsibility for the 
stockpile. 

Mr. Taper. I found cases galore where they were not doing the 
job on an intelligent basis and did not have a good picture of what 
the projects were, or what was available. I am wondering if the 
divided responsibility on the operation is not the reason for it. It 
seemed to me that the people were not proceeding on the basis of an 
over-all broad-range view of the situation. I cannot be an expert on 
anything because I have to seatter my fire, but when I see things I 
know have not been figured out right it makes me wonder whether the 
folks who are doing the figuring have the right kind of support, espe- 
cially when an outsider like myself without any training along those 
lines can dig in and find those things. It sort of makes me wonder. 

Mr. Dickinson. Mr. Taber, we found that to be the case many 
times, and it happened in the last war and is bound to happen until 
we can find out some way of getting our statistics into manageable 
form. The only way we know as of now that proves out is an engineer- 
ing approach, breaking down each piece of equipment and then trying 
to find out what raw materials have to go into it. By the time they 
go through the statistical exercise of thousands and thousands of cards 
running through machines, the information you get is out of date 
because it is a couple of years old. It takes that long to do the 
exercise. 

What we are trying to develop—and this will give you an example 
of our awareness of this problem—is a method whereby the military 
service, or the civilian, will have the technicians available—the tech- 
nique available to them that would be similar to the techniques of a 
timber cruiser in a lumbering operation. He goes into the forest 
and he can judge within necessary limits how much hardwood, how 
much pine ao is and what the slash is going to be, so that you can 


set up the proper number of sawmills that you might need, the proper 
number of loggers that you are going to throw into the operation, and 
you can go ahead and timber out that land at an economic cost and 
not find yourselves short on supplies, manpower, or anything else. 
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We are trying to work toward a statistical mechanism, just using 
key material, that will enable us to give us that kind of a timber cruis- 
ing approach to the requirement statistics, because we find, as you 
know much better than I, that statistics can say anything and usually 
the margin of error has been, in the past on some of these studies, 50 
to 75 percent off. 

\\e think that this broad-gage approach that we are working on 
right now—and Mr. Endler is working on the problem—that within 
the next 18 months or 2 years we may be aole to come up with an 
answer because we do not want to talk theory. We want to try it 
out in actual practice before we go to the other governmental agencies 
and say, ‘‘ Here, we have something that is useful to you, a tool.”” We 
do not want to be premature about this, but we are working on a 
device we think will be of help to the military in giving Jack Small the 
kind of estimates that he needs. 

Look at the mobilization requirements for nickel. If you look at 
certain of the mobilization requirement figures and take them seriously 
it might take years of the world’s production of nickel on M-day. 
If this is the case there obviously has been a statistical error. Even 
today we can give them the limits of that error. Now, we go back 
and say that there apparently has been an error, but if these are 
legitimate requirements, you better look at your equipment require- 
ments that you are basing them on. 

We in NSRB have to have a fellow who can sit in a corner and 
call on the practical people in industry who are trying to meet the 
same problem in their own operations and say, ‘‘How would you 
approach this problem to get a decision that is going to be within LO or 
15 percent correct on which we can really have a sound program?”’ 

I would hate to have Jack Small’s responsibility for stockpiling. 
It is extremely difficult. The requirements are changing from day 
to day. 

Mr. Taser. Who was it that got him in so bad on the rubber 
business? 

Mr. Dickinson. I honestly cannot say because I do not know, Mr. 
Taber. 

Mr. Gorrie. In stockpiling, Mr. Taber, under today’s circum- 
stances, you have a natural conflict between the current mobilization 
program with its demand for some of these vital materials, such as 
copper, and the natural and normal desire of the military to have a 
stockpile of critical materials available in the event of war. That is 
one place where you have a conflict with the current mobilization 
program. When you talk about divided authority it is a very diffi- 
cult problem to deal with. You cannot shut industry down. You 
are trying to produce the goods, the things you need. For example, 
if you have a 2- or 3-year lead time on electrical equipment, generators, 
and things of that kind, and if you are out of copper, should you take 
copper out of the stockpile to let the companies build generators so 
you will have the power you need 3 years hence? 

Those are types of natural conflicts. They are not between people. 
They are between programs, and the Government has to try to referee 
and work them out the best it can. 

I would like to say so far as the Resources Board is concerned, if I 
may take a moment, at the end of the last war and during the war, it 
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was determined by many people, including the Congress, that we 
should have a continuity of planning against another war. 

The Resources Board was set up along with other agencies under 
the Security Act of 1947 for that purpose. When this current defense 
mobilization program came along, when we had a Korea, instead 
of an all-out war upon which the plans were based, the Resources 
Board turned over to the defense agencies and made available to them, 
a number of trained people as well as plans and surveys that had been 
made in various of these areas. All of these things permitted the 
agencies to move much more rapidly in this Korean build-up than they 
would otherwise been able to do. Then we voluntarily cut down our 
staff to a number smaller than it is now, but we feel strongly there is 
need for a continuity in this over-all program. We are concerned at 
present with all the planning for mobilization, the long-range materials 
problem and the problem of manpower, and all the things that are 
necessary to fight and sustain a war if and when it may happen. 

It is conceivable that if we do not get into a world conflict in the 
next 2, 3, or 5 years—and no one can say today—that you might de- 
cide, and the Government decide, that the temporary mobilization 
agencies are no longer necessary. We might be able to carry on for 
ehaterer build-up is necessary. In that event we feel that an agency 
such as the Resources Board can then take all this know-how and ex- 
perience of the current program, relate that to what the situation may 
be if we are confronted with another war—working with all these 
agencies of the Government—and carry on this background of ex- 
perience. Also, which is of equal importance, keep a current roster 
of people who have know-how in the mobilization program, such as 
the ones you have today. They can be brought back in. We can work 
closely with them as we move along. They can be brought back in so 
that we can mobilize rapidly whenever necessary in the event of war. 

Mr. Taser. Frankly, I presume you do not know much about 
this, but it has been my impression that we have had too much time 
spent on figuring things out without enough time being spent upon 
getting the statistics accurate that you operate from. I am sure that 
has been so on such things as the rubber picture and the cordage 
picture and a lot of these other pictures. The whole thing did not 
seem to be based upon accurate information at the source. Unless 
you have that, all the figuring in the world will not amount to anything. 

Mr. Gorrter. That is right. 

Mr. Taser. That is the situation that I have run into in a good 
many instances. I think that we are spending too much time figuring 
out results from statistics that do not jibe with the actual picture. 


TECHNIQUES FOR EstimaTinG MILITARY AND CIVILIAN 
REQUIREMENTS 


Mr. Gorriz. As Mr. Dickinson said, one of the things that we 
have been es | and are continuing to attempt to do is to improve 
the techniques for estimating military and civilian requirements, and 


supply. Mr. Endler could talk to you further on that subject, if you 
would like to hear from him. 

Mr. Enpirer. The problem we are facing here is one of looking 
into the future. I am not sure that anybody can give you the exact 
answer. There are so many things that might happen. There are 
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new developments that are taking place every day, and you never 
can get a figure which is one that somebody could assuredly say, 
“This is it.”’ All we can do is to try to get the best judgment. 

When we got into trouble like we did when the fighting started in 
Korea, we launched a mobilization program, or defense effort. We 
started a lot of things. There was much activity almost immedi- 
ately. We started building steel capacity. We started increasing 
copper capacity and aluminum capacity. We started tank produc- 
tion. We want to obtain efficiency in that kind of work. One of 
the best ways to get efficiency is to achieve a balance between your 
resources and output. It is somewhat like the problem that the 
manufacturer of mass products has, say in making automobiles. 
He achieves efficiency when all materials are flowing in approxi- 
mately the right amounts to the production line. 

Mr. SHepparb. Pardon the interjection, but is it not a fact that 
your industrialist does project his economic lifetime and existence into 
the future if he is going to be a success? 

Mr. Enpuer. That is right, and that is what we are attempting 
to do. We want to draw in the best judgment that we can get. We 
are looking at mobilization plans from the requirements and from the 
resources side of the balance sheet. We weigh the problems and try 
to get the best help to answer the question, “Are we achieving the 
right balance; are we providing for enough steel in comparison with 
copper and so forth?’ 

When I was with the Defense Production Administration the prob- 
lem of balance in resource use for the defense build-up was constantly 
being raised—Do we have enough copper in respect to steel, or do 
we have enough nickel and other alloys? When you are striving to 
increase production to meet certain schedules for getting out tanks 
and planes, you do not have the time to study and figure out such 
problems for future war situations. That is where we can help. 

Mr. Dickinson. I think Mr. Taber is right, until we can add one 
and one and get two, it does not matter how many correlations you 
have, and we are trying to get the facts. 


PERSONAL SERVICES 
TELECOMMUNICATION SPECIALISTS 


Mr. Taser. I see that you have gone into the business of tele- 
communication specialists on a considerable scale, as reflected on 
pages 7 and 8. Why do you do that? Is not the American Telephone 
& Telegraph Co. able to take care of that? 

Mr. Gorrig. Yes, generally speaking. There is a question of 
the use and designation of channels in the communications systems of 
Federal agencies, and a Presidential adviser on telecommunications 
was established. Since we use telecommunication advisers in our 
planning for what kind of communications would have to be used in 
postattack rehabilitation, and under conditions of all-out war, we are 
carrying the telecommunication adviser’s staff which is doing both 
jobs for the President. 

Mr. Taser. It is sort of difficult for me to see why you would need 
all these communication specialists. 
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You have a confidential assistant over here on page 8. What is 
his job? Would anyone know that? 
Mr. Gorriz. That is my secretary. 


ADMINISTRATIVE TECHNICIANS 


Mr. Taser. You have five administrative technicians. I do not 
know what they are, but it sort of intrigues me. 

Mr. Hocusere. That will include your fiscal officer, personnel 
technician, and space and maintenance specialist. I do not have all 
the details with me but I can get them for you for the record. 

(The information following was subsequently submitted :) 


The five are fiscal officer, employee-utilization technician, placement tech- 
nician, printing and publications specialist, and space and maintenance specialist, 


Mr. Gorrig. They are within the administrative set-up. 
ANALYSTS 


Mr. Taser. You have another confidential assistant there. Then 
you have a records analyst over on page 10. You have a couple of 
program analysts. I sort of wonder about them. What can you tell 
me about them? 

Mr. Gorriz. The records analysts are those who keep track of all 
the records of the Board and other agencies for whom we are furnishing 
the administrative services, including the Office of Defense Mobili- 
zation. 

Mr. Taser. You did not have them until last year. You did not 
have them when you had a big set-up, but you have them now. 

Mr. Dickinson. We had them in the higher grades. We are down- 
grading them. 

Mr. Gorrir. We had a bigger Records Branch, or program then. 


ADMINISTRATIVE ASSISTANT 


Mr. Taser. Administrative assistants. I do not know what they 
are. Can anyone tell me? 

Mr. Hocusera. The top secretaries in the various planning 
offices, because they have administrative duties. 


SUGGESTED CONSOLIDATION OF Boarp Wita OrHer AGENCIES 


Mr. Taser. It seems to me you have a great deal of duplication of 
activities between this set-up and the Munitions Board and the 
National Production Administration and that the separate organiza- 
tions could very easily be put together with good results and less ex- 
pense and you would get along with less false motion than you do now. 

Mr. Dickrnson. | think that you have had enough experience with 
governmental organizations and bureaucracy to know that if you put 
this same function in the Munitions Board and the National Produc- 
tion Administration and the others, you will get a build-up of a staff 
to take care of that function in each of the agencies. I think this is 
truly an economical way to handle it, by having all of them come to 
us on their long-range problems and having Jack Small write us a 
letter saying, “‘Would you look into this particular problem for us?” 
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Mr. Wilson could call us in and discuss the problem that he has and 


give us a written request to do something on the long-range. 

One of the things we are careful about is trying to avoid duplication. 
For example, on a problem I am working on at the present time with 
some of the top people in the field, when we go into a particular 
problem like that, we first clear it with every agency and get their 
contribution, and then we have a small task group that heads it up. 

Now, actually, when we initiated this study it was financed partially 
by us and partially by the Defense Department and the FCDA; 
but, by having one group to keep on top of it, we conserve the 
resources of the other agencies. Our people are moving in and out 
of those fields, and we are quite useful. 

We get the top people in the country on a thing like this. We had 
an admiral come over from the Office of Naval Research. The New 
York Telephone Co. sent down one of their vice presidents. The 
National Fire Protection Association of Boston sent down two of 
their top people. Professor Zacharias came down from MIT. We 
pull them all together. So, all these agencies, instead of setting up 
separate studies; under our sponsorship, have been able to combine 
the study and get a relatively low-cost operation out of it. 

I think, by putting this long-range thinking into one place, you are 
really saving money, Mr. Taber, and avoiding duplication. 

On the administrative side, one of the reasons we have to have more 
administrators than we would consider in relation to our professional 
staff is the fact that we do conserve manpower by performing these 
services for Charlie Wilson’s shop. We do all that. We give him all 
that support. We do the same thing for the Paley Commission. We 
give them the administrative suppor t. We have the security checking 
to do. We had the same situation when Mr. Wadsworth came in to 
take over the UMT Commission. We staffed him up administratively 
so that the Government would not be setting up all of this heavy 
administrative support for each separate commission. 

If they came in and included administrative support in their sepa- 
rate appropriations, you would not see the situation as obviously as 
you do when we have to add them up here to give that support. 
Actually, the end result is that you are doing with a much smaller 
staff what would be done in three or four places with almost equivalent 
staffs in each place. 


PERSONNEL LOANED TO OTHER AGENCIES 


Mr. WiaeLeswortH. You have referred to staffing the Paley 
committee and the Wadsworth committee and Mr. Wilson’s organ- 
ization. 

Mr. Dickinson. Administratively. 

Mr. WiaeLeswortu. There should be some reduction in that staff- 
ing in the coming year. 

Mr. Dickinson. Yes. We say in our statement that due to the 
fact that the Paley Commission is going out of existence we hope to 
save about 8 or 9 positions. 

Mr. Wiacieswortn. The Wadsworth committee will require less 
staffing, presumably; will it not? 

Mr. Dickinson. We are gradually easing out. The problems are 
not as great. That is why we shift within ourselves. We have al- 
ready absorbed those people in our organization. 
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INCREASE IN NUMBER OF POSITIONS 


Mr. Wiae.iesworts. So, really, your request is not only for 15 
above the authorized number for the current fiscal year but 26 above 
what you actually have on the payroll today; and, if you take in the 
Paley and the Wadsworth Commissions, you will probably run up 
around 40 more than you actually have on your payroll. 

Mr. Dickinson. No, sir. I would not say so, because we are talk- 
ing about administrative support. We have phased in. The Wads- 
worth Commission was a big job and it phased out. Wilson’s job is a 
continuing job. The Paley job had a very large staff. We had to 
take on certain people, and we are cutting them out. Now, I do not 
think you can say that this is a straight-line thing over the year. 
What we are doing is phasing. 

Mr. WicGLesworts. I note you said that you hoped to effect a 
saving of 8 with respect to the Paley Committee alone. That would 
make the net increase 26 plus 8, or 34; and, if you make some more 
savings with respect to Wadsworth 

Mr. Dickinson. We say that saving is offset by the fact that we 
have had to take on the special telecommunications problem. 

Mr. WiaGLeswortu. | am just trying to get the facts. The facts 
are that the real increase is something like 40 more than you have on 
— payroll at present as contrasted to the 15 which was suggested 

ere. 

Mr. Dickinson. In other words, our figures here are net figures. 





PossiBLE OvERLAPPING oF Boarp’s ACTIVITIES AND THOSE OF 
OTHER AGENCIES 


Mr. WiaGLeswortu. I notice on page 3 you have a breakdown of 
your divisions, and you refer to materials, energy and technology; 
manpower, health, and housing and community facilities; transporta- 
tion, communications and production facilities; and industrial protec- 
tion, Government protection, and postattack rehabilitation. It is a 
fact—is it not—that one or more other Government agencies are 
actively engaged in each one of those fields of work? 

Mr. Dickinson. That is true. As a matter of fact, that is one of 
the reasons we are set up. Sometimes there are 34 separate govern- 
mental agencies involved in a problem, and what we are trying to do 
is to get that program coordinated so that we do not have the big 
gaps and do not have duplication. 

Mr. WiacieswortH. To the extent information is available in any 
one of those agencies, your function is to correlate and supplement 
insofar as is necessary the information from other sources; is that it? 

Mr. Dickinson. That is correct, and we try to avoid duplication. 
If two agencies are going ahead in the same field, we try to consolidate 
that and say, “Here is a gap over here you better cover.” 

Mr. WicGcLeswortH. Have you found a good many instances of 
that kind? 

Mr. Dickinson. Not too many, but a number of them, sir. 

I am getting slightly into the Budget Bureau’s activities there. 
That is a managerial problem, but I am talking about the substantive 
studies. We want to utilize whatever resources we have. 

For example, when we got into the transportation and shipping 
problem, we used Captain Conway, the Department of Commerce, 
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the Defense Department, and the Navy, where they have transporta- 
tion problems, and simply pulled them together so that in the event 
of total war we would know what our port capacity is, the type of 
shipping we would need, and all of that. Such a study is not done 
by us alone. We have a man who is a transportation expert. He is 
one man. Perhaps he has an assistant or two, but he draws on all 
the governmental agencies so that we can lay out a program and say, 
“This is the study that has to be done in transportation and shipping.”’ 
We not only have to initiate the original study, but when we have a 
study dated, say, 1950 we have to make sure that all the changes that 
have occurred between 1950 and 1952 are taken into account, because 
this is a constantly shifting thing. We simply go back to the agency 
and say, “Revise your estimates up to 1952 so that we will have a 
coordinated program in case of war.” 

Mr. Wiaa.eswortu. In that particular instance, substantially all 
the information was available in one Government agency or another, 
and your function was simply to pull it together? 

Mr. Dickinson. More than that. For instance, in the aircraft 
field we brought in one of the presidents of the airline industry. 
We had a problem. The initial idea was perhaps to put all the 
planes in a reserve under MATS. We found it more economical to 
do it on a contract basis. We have not written any contracts, but 
we have worked out with the Department of Commerce a technique 
whereby the Air Force is perfectly satisfied. 

Mr. WiaeLeswortH. What is your function with respect to man- 
power, health, and community facilities that is not performed by 
other agencies operating in that field? 

Mr. Dickinson. We have Bob Clark, who is head of that par- 
ticular unit of manpower. We are working closely with Mr. Flem- 
ming in coordinating all the activities in this country. 

Mr. WiaeLeswortH. What can he do that Mr. Flemming, plus 
eeeery Tobin, or any other agency in this field cannot do without 
1im? 

Mr. Dickinson. Two things. He can initiate action that they in 
their day-to-day operations are not aware of because they are not 
looking at it in an over-all long-range perspective. 

For example, on transportation, we find that we need so much 
shipping. We have initiated a training program as of now so that 
we are going to be sure that we are going to have sufficient merchant- 
marine officers and men trained to move in rapidly to match up with 
our projected shipping requirements. We do a similar thing with 
sanitation engineers. We have prepared an inventory of sanitary 
engineers because if we get an atomic strike in this country you are 
going to have to know how to transfer such people to stricken areas. 

Mr. Wiacieswortn. That is not in Mr. Clark’s field. 

Mr. Dickinson. We initiated that. 

Mr. WiaeLeswortH. You have manpower, health, housing and 
community facilities. 

Mr. Dickinson. That is in Mr. Clark’s field. 

Mr. WiceieswortH. My question is, What do you supply that 
Secretary Tobin and Mr. Flemming and others in that field cannot 
supply without your organization? 

ne Dickinson. He can supply perspective, sir. He is looking 
ahead. 


Mr. Wiae._eswortu. Judgment? 
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Mr. Dickinson. He can do two things, looking ahead and saying, 
“This is the program, the problem, that we are going to face. If we 
do not take action today, we are going to have a serious situation.” 
When you are working on your day-to-day operations you are apt to 
overlook something; so he, therefore, moves in and initiates action 
because he is in constant touch with these other men in NLRB in the 
other fields looking ahead. He does not just sit in his cubicle. He 
is working with our production people, our resource people, and the 
Department of Defense and Mr. Flemming. 

We have in that field initiated a number of things that the other 
agencies have carried out from an operational viewpoint, and they 
have been very glad that we have pulled it together so that there 
would not be any duplication. 

Mr. Gorrir. Things related to total war? 

Mr. Wiaaiesworts. | would suppose those primarily charged with 
the responsibility in those fields would, each and every one of them, 
be looking ahead just as far as they could for the development of 
their work. 

Mr. Dicxtnson. You want to make sure that the other fellow is 
not saying that so-and-so is taking care of it. That frequently happens 
in any large operation. Our function is to make sure that gap is 
not open. 

Mr. WiacieswortH. You refer to development programs which 
will reduce the vulnerability of the continental United States and its 
Territories to attack by an enemy and plans which will expedite 
possible post-attack rehabilitation. Is not that the function which 
Governor Caldwell is primarily charged with? 

Mr. Dickinson. No, sir. He is very strictly limited by legislation. 
His job is to move in and clear the rubble and pick up the people and 
get them to their feet. He really operates in a framework. He pre- 
pares the emergency measures that would be taken upon attack, 
preattack, and for about 7 days beyond that. 

What we are concerned about is who is going to decide when Los 
Angeles is hit which factories are going to get priority, in order that 
they can be rebuilt immediately; which ones are the ones that are 
really critical; what kind of crew are you going to have that can move 
in on the building? 

We are working out an arrangement of flying squadrons of laborers 
who could move in and operate on the high priority things. You have 
to know ahead of time what you are going to do. 

Mr. WiecieswortH. How can he plan that? 

Mr. Dickinson. We are going to plan it. 

Mr. WiacieswortnH. The source that you may plan today may be 
wiped out. 

Mr. Dickinson. Where there is a single source of supply that may 
be wiped out we want them to get two or three sources of supply, or 
make similar arrangements. If a man’s inventory is knocked out he 
will know two other fellows that produce the same thing, and this man 
can be given priority to get from those other sources his necessary 
components that go into the manufacture of his end items. The same 
thing would be true in the banking field. A fellow’s capital is wiped 
out when he is hit. Where does he get his money to meet his pay- 
rolls? We have to work on that for private banking. 
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,, : Mr. Wiacieswortnu. On page 4 the paragraph in the center of the 
e page seems to ne to contain a whole lot of language as to plans which 
i * can prove to be completely valueless in the light of the destruction 
Oo ' that may be realized at the outbreak of war. I am just questioning 
n - the wisdom of putting a lot of time and effort into calculations which 
e ' may be entirely worthless in the face of realities. 
3 Mr. Enpier. We are not trying to forecast these eventualities. 
e _ What we want to do is to look at the range of possibilities we might be 
- faced with. One thing we want to avoid is being completely surprised 
Tr in ease we do get into a war. It is when you get those complete sur- 
y _ prises, and the panic that follows, that you have trouble. If you 
e study your ranges of possibility and prepare plans, then later on, if it 
' becomes necessary to have an administrator, he can have some ad- 
vance help in the application of his functions. 
h Mr. Dickinson. Suppose that 30 percent of the steel industry 
' capacity was knocked out. You are going to immediately meet a 
of question. No. 1, do you want to rebuild that 30 percent of capacity 
or can you get along without it? Now, in order to make that decision 
IS you are going to have to find out what else was knocked out at the 
1S ' same time in other industries. You are going to have to say, as much 
lS as we would like certain military items and certain civilian items, we 
will have to give higher priority to the most urgent requirements until 
h we can get, say, 10 or 15 percent of that capacity reconstituted. 
is : Now, that is the kind of problem we are trying to anticipate. 
ie ' Before you can make a statement like that you have to ask, What 
h - would you do under ideal conditions with a full productive capacity 
- at hand? And then purely hypothetically, in order to force the 
n. _ problems on the people planning the war plans and future industry, 
id ' you say, “All right, this is fine; you have the requirements all lined 
B- up on a hundred percent productive capacity, but this is a different 
kK, kind of war.” 

Suppose 20 percent is knocked out, what do you do then? This 
oS loss consists of so much of the aircraft engine capacity and so much 
ut _ of the steel industry and so much of the copper. We are forcing that 
re thinking because it will have to be done. 
ve Mr. WiaGLesworrtH. Someone is making the decisions in my part 

of the world right now and putting up signs saying, ‘‘In case of attack 
rs this highway will be closed.” That decision seems to be utterly 
ye valueless. 

Mr. Dickinson. What we want to know in our planning is when the 
attack occurs who makes the decision that that highway is going to be 
closed? That is the important thing; not that it is to be closed, but 

e ' who makes the decision that it is to be closed. 

You can apply that same principle to industry. Whom does the 
Ly fellow who needs structural steel for his damaged plant come to in 
or Government? Whom does he see? If he has to refinance, whom 
1e€ does he see? Weare working that out. There will be a guide for him. 
in He will know about it before attack—that he can get his financial help 
ry from so-and-so, or that he can get it from his bank or one of its corre- 
1e | spondents. 
ad Mr. Manon. I think that your presentation has been very interest- 
y- ing and some of your comments were particularly helpful to us. We 


want to thank you for your appearance. 
We will meet tomorrow afternoon at 2:30 o’clock. 
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THURSDAY, JANUARY 17, 1952. 


OFFICE OF DEFENSE MOBILIZATION 


WITNESSES 


CHARLES E. WILSON, DIRECTOR , - 

MELVIN ANSHEN, ASSISTANT DEPUTY ADMINISTRATOR FOR 
PLANS, DEFENSE PRODUCTION ADMINISTRATION 

CHARLES B. STAUFFACHER, ASSISTANT TO THE DIRECTOR, 
OFFICE OF DEFENSE MOBILIZATION 

RAYMOND G. FISHER, ASSISTANT TO THE DIRECTOR 

RODOLFO CORREA, GENERAL COUNSEL 


MEETING THE DEFENSE PROGRAM 


Mr. Manon. The committee will please come to order. 

Gentlemen, we have met this afternoon to hear Mr. Wilson, the 
Director of the Office of Defense Mobilization. 

Mr. Wilson, we understand unofficially that we are soon to be 
peseeeits with a military budget in the sum of $50 billion to $52 

illion for the fiscal year 1953. Those figures are confidential for the 
present, and I personally do not have the exact figures before me. I 
am not asking you to discuss any exact figures. 

More and more our military program consists of converting raw 
materials into military hardware, such as airplanes, guided missiles, 
tanks, vehicles of one kind or another, and innumerable other things. 

There is no need for this committee to give consideration to a 
military program unless we can demonstrate that it is within the 
capacity of the country to actually bring into reality the military 
program which we approve. 

I was told over in the Department of Defense that you had made 
considerable study of the problem, as no doubt you should have in 
your important capacity with the Government, and that you had 

iven some consideration to what could be done maybe on a higher 
udget than $50 billion, and what could be done, possibly, with a 
budget in the range of $50 billion. 

Of course, you know more than we do, by reason of your day-to-day 
contact, study and experience, of what availability may be of certain 
critical materials, and so forth.‘ Will you in your own way give us a 
picture of the situation? 


STATEMENT OF Mr. WILSON 


Mr. Witson. I think, Mr. Chairman, that this rather short state- 
ment which I have here may focus on the point which I think you are 
striving to bring out. 

I am pleased to meet with you gentlemen to discuss some of the 
general factors underlying the recent considerations of the military 
budget. The decisions on the military budget are of basic importance 
to the mobilization program, as the military program is the central 
driving force in our mobilization effort. 

I understand that my function here today is to provide you gentle- 
men with some of the policy issues and resource facts which were 
before the mobilization agencies when the question of the size and 
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character of the military budget was under active discussion some 
weeks ago. 

Mr. Anshen, from the Defense Production Administration, is going 
to make the major presentation. Before introducing him, I want to 
make a few points which I think are pertinent: 

First, I have taken the position in earlier appearances with the 
Congress, with the President, and with the public that the basic 
element in my job is to use my office to obtain the approved military 
requirements in a manner and on a time schedule that will best 
promote the basic military strength while retaining the general econom- 
ic strength of the United States. I have not taken the position 
that, as Director of Mobilization, I am any final judge on what the 
military requires or precisely how they get all the things they do 
require. 1 do consider, however, that the factors of industrial pro- 
duction, economic stability, manpower availability, and other such 
matters which are under my general supervision are important factors 
which should be presented and carefully considered in reaching 
determinations on the size and character of our military program. 

This is particularly true in the type of struggle in which we are 
engaged. We are fighting on many fronts, and we do not know the 
eventual requirements, timing, or duration of what we may be called 
upon to do. As I have stated many times, and I am sure you gentle- 
men realize, our mobilization program includes not only the creation 
of a strong military force but also the building of additional capacity 
for military production, the strengthening of our general industrial 
base, and the maintenance of a strong economy consistent with these 
other factors. We are in a long-run effort and must keep our future 
situation in mind. 

My second point bears more specifically on the 1953 military budget. 
I have a strong feeling that the projected increases for deliveries of 
military end items should be based on schedules which have really 
been tested as to their feasibility. The Government agencies and 
American industry are now in a much better position to know the 
realities of defense production and the possibilities of increases in our 
present rates than we were a year ago. I have fought a continuous 
battle over the last year against paper schedules which were not re- 
lated to component and tool availability and which were not based on 
sufficiently careful analysis of production realities. This is particu- 
larly true in a program which emphasizes, as ours does, so many new 
and complex weapons which in this effort have been put into produc- 
tion on an experimental basis with designs not fully jelled. There- 
fore, I have taken a firm position that magical increases in production 
rates do not come about merely because of expenditure projections. 
Expenditure projections, if they are to have reality, must be backed 
by proven design, firm contractual arrangements, known capacities 
for essential components and production equipment, and other facts 
of production as we now know them. It is not unfair to state that in 
the preliminary estimates from the services many of the proposed 
rates of expenditure, in terms of the time required to shift production 
schedules, were not supported by the steps which the services them- 
selves were taking, or were in a position to take, to increase produc- 
tion consistent with their proposed expenditure increases. 

Third, my position in presenting the material impacts of various 
levels of military programs has always been to point up certain of 
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their implications in terms of the related objectives of our mobilization 
program that I have mentioned earlier. The mobilization program 
itself is but one element in broader national and international policies 
which the President and the Congress must resolve. I have never 
said, nor would I want this committee to feel, that our current military 
effort or the military effort envisioned in the 1953 budget is the maxi- 
mum which this country could do. Obviously, such a statement 
would be both untrue and unwise. What I do feel is that the imposi- 
tion of a substantially increased military program—which would 
largely result from attempting to accomplish our objectives in shorter 
time periods—would make it difficult, if not impossible, to carry 
through the related objectives of our mobilization program. Expan- 
sions in our basic industrial strength, expansions in our capacity for 
military weapons, and maintenance of reasonable civilian levels are 
themselves basic factors in our true military strength over a long 
period of time. Balancing expanded capacity against immediate 
production of military weapons requires judgments on such diverse 
matters as the character of the emergency and the possibility of design 
improvements. The problem is to find the right balance among not 
only these factors but also the fiscal burden which the defense program 
entails and the general world-wide political situation. The problem 
is essentially one of balancing these factors. 

Finally, | have been concerned throughout the entire discussion of 
the military budget levels that we not lose the momentum we have 
attempted to build up to place production, particularly on the long 
lead-time items, on a sharply rising curve. You can all see the prob- 
lem. The 1953 budget requests of the services, which will primarily 
finance production in fiscal 1954, were reduced from their original 
asking levels. Yet, the budgetary allowance represents an actual 
program increase of sizable proportions. We have not vet achieved 
the increases required on most of our important long lead-time items, 
particularly with the design problems all solved. ‘Therefore, for the 
calendar year 1952, and on some items even beyond that, we cannot 
let the question of the over-all level of military expenditures diminish 
the drive we put in to reach the established goals because they are 
still very substantial increases above our current levels. In my 
judgment, it is the vigor and imagination we put into reaching our 
production goals and putting our expanded capacity in place which 
will be the real measure of the security we achieve. There is plenty of 
room for tremendous effort along these lines in the 1953 budget. If 
we make these goals, we can have production and capacity in being, 
which is what I want to see. 

I hope you will keep these points in mind throughout Mr. Anshen’s 
presentation. 

Now, with your permission, I would like to present Mr. Anshen to 
show you the practical phases of this program, which | think you 
ought to have before you in considering this general matter which was 
explained by the chairman. 

Mr. Suepparp. The gentleman will make his presentation, and we 
will not interrupt or inquire into your statement until such time as you 
have made your complete presentation, in order that we may have a 
continuity of thought, because if we were to inquire into some of the 
points—as personally I am desirous of doing—in the general state- 
ment, they may be clarified in the presentation of the next witness. 


; 
a 
4 
3 











8 
Py 
oe 
cy 


4 
2 
s 












































57 


Sek) Lid a 


on ; Mr. Witson. I would hope so. 
um. j Mr. SHepparpD. You may proceed. 
ies ; 
ver _ Suppiy ProsBieMs In Supportine A $50 BILLION or A $85 BILLION 
ry : Drrense PRroGRAM 
x1- 
nt { Mr. AnsHEN. Gentlemen, the presentation I want to place before 
)Si- - you was originally prepared several weeks ago to help the mobilization 
ld _ officials who were concerned with appraising the material problems, 
ter the material implications that would follow the acceptance of a 
ry _ military budget of $50 billion of new funds in fiscal 1953, or a con- 
un- siderably higher budget, the $85 billion figure, which was the aggregate 
for - of all of the requests that came to Secretary Lovett from the services. 
ure : This presentation was put together to highlight the problems. It 
ng is not an attempt to forecast what decisions should be made, but 
ate rather an effort to indicate the problems which called for a decision, 
rse and to appraise the effect on the rest of the economy of carrying a 
ign military budget at something like a $50 billion level, which was the 
10t level they were then working at and looking forward to, or a consider- 
Am, ably higher level. 
em 
SUPPLY AND DEMAND FOR COPPER, STEEL AND ALUMINUM 

of pie. 
we We tried, in presenting this material, to forecast the supply steel, 
yng _ copper and aluminum, the three materials which are the heart of the 
tg _ control process in this economy under the Controlled Materials Plan. 
‘ily We tried to forecast the supply through the middle of the calendar 
nal year 1953, the end of the fiscal year. We also tried to forecast the 
nal probable demand for steel, for copper, and for aluminum. _ 
rad On the demand side, we tried to indicate a translation into steel, 
ns, copper and aluminum of the requirements to carry a $50 billion new 
the fund military program for fiscal year 1953, and the larger amount of 
not such materials to carry a larger military program supported by some- 
ale _ thing like an $85 billion appropriation for fiscal year 1953. 
aoe For the rest of the economy, outside of the Department of Defense 
my ' and the Atomic Energy Commission, we tried in general to forecast a 
aca level which was pretty close to the level actually established by allot- 
ae ments for the first quarter of the calendar year 1952. Those allot- 
ope ments had already been made. They were made early last fall. In 

If general we carried that level forward for the following calendar quar- 
ng, ters. We made a few minor adjustments to reflect what all of us who 

, participated in the study thought was realistic judgment. 
n’s 

CONSERVATION OF CRITICAL MATERIALS 

50 For example, we tried to reflect the possibilities for conserving 
airs copper, the most critical scarce material, by converting to the use 
Seat of aluminum in many applications and to steel in some applications. 

in You will see, when I show you the charts, that over the successive 
had calendar quarters in 1952 and 1953 we have projected the possibility 
Jape of conserving as much as 125 million pounds of copper, mostly through 
“hea conversion to aluminum, a material for which we look for very rapid 
aa increase in the supply, in contrast to the copper position. 


We also contemplated about a 20-percent reduction in consumer 
goods and passenger automobiles from the first quarter 1952 level. 
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Again, this was not because we were trying to make a judgment that 
that is what should be done, but rather because we wanted to try to 
think as realistically as we could about probably what would have to 
happen. ‘A reduction of something like that magnitude would have 
to be undertaken to make way for the very important defense and 
defense-related demands. 

Without further preliminary I would like to show you the material 
placed before the mobilization officials, and to indicate the kinds of 
problems that this comparison of the supply of controlled materials 
and the demand for these materials suggests, as we look forward to 
the end of fiscal 1953. 

I think a good place to start is to show you the situation as it exists 
for the first quarter of 1952. This chart (indicating) shows the total 
steel, which includes carbon steel, alloy, and stainless. It shows the 
total copper, which includes brass mill products and wire mill prod- 
ucts. It shows the aluminum, the actual allotments that were made 
under the Controlled Materials Plan for the first quarter of 1952. 


SUPPLY, DEMAND AND ALLOTMENT OF STEEL, COPPER AND ALUMINUM 


In the steel column, the bottom slice, the red slice, shows you the 
allotments actually made to the Department of Defense and to the 
Atomic Energy Commission. As you gentlemen know, under the 
Controlled Materials Plan the Defense Production Administration 
allots to the Department of Defense steel to make tanks, to make ships, 
to make guns; and they in turn allot that steel to their contractors. 
We do not allot to the Department of Defense that steel which goes 
into all kinds of common components, such as pumps, compressors, 
electric motors, ball bearings, nuts and bolts, mom so forth. aterial 
allotted to manufacturers of these common components, which go 
everywhere in the industrial system, is allotted by the various industry 
divisions of the National Production Authority. We in DPA allot 
the material to those divisions to reallot to industry. 

So this red slice at the bottom shows only the steel that went di- 
rectly to the Department of Defense and to the Atomic Energy Com- 
mission. It does not include the steel in the ball bearings that go into 
the tanks, or the steel that goes into the electric motors, or the steel 
in the pumps and compressors in the atomic energy plants. That 
steel is in this yellow section, which includes most of the components, 
and also includes the steel that goes into packaging. 

If we added to the steel allotted directly to the Department of De- 
fense an estimate for the steel that goes into the components of the 
tanks, and also the steel that goes into the civilian type end products 
which they buy, such as construction machinery or machine tools or 
office equipment, the military would take directly not this relatively 
small part of the total amount of steel distributed in the first quarter, 
but a larger part, almost 17 percent. 

In the case of copper, the military takes a considerably larger share 
of the total. Most of this, 1 might say, is for brass mill products, and 
a good part of that is for ammunition. 

if we include the copper in the components allotted by the NPA, and 
the copper in civilian type end products, such as construction machin- 
ery, also allotted by the NPA, the military share of all copper was more 
than one-third, rather than perhaps one-fifth of it, as the section shows. 
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Mr. Taser. Do you mean that one-sixth is about what they would 
get, if we combined the components and the direct allotment? 

Mr. AnsHEN. About one-sixth of all steel. They actually take a 
much larger share of certain types of steel, Mr. Congressman. For 
example, they take a much larger share of the alloy steel— about one 
third. Or nickel-bearing stainless steel, where they take about half 
the total. 

For convenience and simplicity, they are all lumped together here. 

In the case of aluminum, because of the big aircraft program, as the 
very sizable increase indicates, the military take directly a very large 
part of the total. Again, if we add in the aluminum components in 
the first quarter, they were taking something like 45 percent of all 
aluminum. 

This is for the first quarter. I might say that for the second quarter 
the military share is somewhat larger in all of these areas. 

A second thing is of interest, I think, and that is the relatively small 
share of the total which goes directly for what you might call the 
purely civilian uses. At the top the two blue segments indicate what 
goes into consumer goods of all types, such as refrigerators, stoves, 
passenger cars, and soon. At the very top of it is what goes into the 
civilian type of construction, such as housing and hospitals and 
schools. 

In the case of steel, the direct civilian share is a relatively small 
part. In the case of copper it is significantly less. We have had to 
squeeze hard on copper, because that is currently and in the foreseeable 
future critical. 

Mr. SuHepparp. In your top bracket, which you just referred to, 
does that include the office buildings? Are they withdrawn from the 
inventory? 

Mr. AnsuHen. It includes office buildings which are getting steel. 

Mr. Suepparp. All civilian-type construction is in that category? 

Mr. ANSHEN. Yes, sir. 

Mr. SHepparb. Thank you very much. 

Mr. ANsHEN. I want to point out, just as many of the components 
indicated by this buff-colored slice go into military items, some of them, 
of course, go into consumer items. There are electrical motors in 
refrigerators, and those electrical motors would be down here, too. 
Since this is claiming a relatively small part of the total steel, they 
are also taking a relatively small part of the components. 

Mr. Tazsor. Does the contemplated increase come out of increased 
production, or out of the shrinking of the other allotments? 

Mr. ANsHEN. It comes in part out of increased production, and in 
part it has to come out of shrinking of other allotments, as I will show 
you in a few moments, Mr. Congressman. 

I might point out that a very large part of all the steel distributed 
in the first quarter went into industrial expansion and the basic 
resources expansion program——here we see the steel going into trans- 
portation and communications, which includes all the take for our 
railroads. That is rails, and the steel for freight cars and locomotives 
and maintenance and repair. 

Here we have the basic resources expansion, which is principally 
power and petroleum. 

Here we have industrial expansion. This is where we find the steel 
for the new steel plants, the new aluminum plants, the new machine 
tool plants, and so on. 
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A very large part of the total steel allotment was taken for the 
maintenance and repair operation throughout the economy, which 
keeps the economy going. That is a significant part of steel. That is 
also true to some extent of copper, and it takes a fair part of the 
aluminum as well. 


COMPARISON OF PRESENT WITH PAST DISTRIBUTION OF MATERIALS 


This is the picture of the distribution of controlled materials in the 
first quarter of 1952. Now, I think you cannot fully have the impact 
of this unless we relate this to past distribution. What was it like 
before we got into the present emergency? 

I would like briefly to give you some background on that. 

Mr. Scrivner. You overlooked one block on your steel, and that is 
the export. 

Mr. AnsuEeNn. This is the export on the steel. It does not appear 
in the copper and aluminum, because the amount we export there is 
so negligible it would not show on the chart. 

Mr. Scrivner. What is the percentage on steel, approximately? 

Mr. ANnsHEN. I can’t give you the exact figure. It would be about 
4 or 5 percent. 

Mr. Scrivner. Was that estimate made before any contemplated 
request from England, or after? 

Mr. AnsHEN. This is the actual distribution of steel that went to 
ECA and other countries in the first quarter. 

Mr. Fisuer. A large part of that is Canada, is it not? 

Mr. Ansuen. A large part of it was. A good deal of the increase 
from pre-Korea was the steel to Canada, including the expansion of 
nickel production, and other things which feed back directly to us, 
or contribute to their military program. 

Mr. SHEPPARD. Your succeeding maps go into the detail of your 
first map; is that correct? 

Mr. ANSHEN. Yes, sir. 

Mr. SHEPPARD. Very well. 

Mr. AnsHEN. The first one I want to show you compares for carbon 
steel the distribution in the first quarter of 1952 with the pattern of 
steel distribution before the Korean invasion. 

Briefly, without going into all the detail on this chart, at the top 
the four horizontal lines show first the total production of steel in 
the average quarter of the first half of 1950. As you see, it was just 
over 16 million product tons. The second line, the red line, shows the 
requirements as presented to the DPA by all agencies for the first 
quarter of 1952. As you can see, that extended out here to well over 
28 million tons. 

Mr. Taser. By all the agencies you mean all the consuming units? 

Mr. ANsHEN. By all the agencies which present claims for all parts 
of the economy which use materials. 

Mr. Taser. You do not mean Government agencies? 

Mr. ANsSHEN. Yes, I do, sir. 

Mr. Taper. You do. 

Mr. AnsHEeN. The Department of Defense requirements, the Atomic 
Energy requirements, the requirements of the Petroleum Administra- 
tion for Defense, the Defense Electric Power Administration, the 
requirements given us by the NPA divisions for all types of industrial 
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production for the manufacture of construction machinery, machine 
tools, ball bearings, motor vehicles, consumer goods, and for all con- 
struction for everything. This is the total demand for carbon steel 
in the first quarter of 1952, screened by the claimant agencies but 
unscreened by the DPA. This is what was given to us. 

Against that we had an anticipated supply for the first quarter of 
1952 of 19,400,000 tons. That is the bottom green horizontal line. 

If you want to think of the balancing job that was presented to 
DPA, you might think of almost 29 million tons of carbon steel demand 
that came to us, and the supply of about 19,400,000 tons which we 
were told by the NPA Iron and Steel Division was the probable pro- 
duction of carbon steel for the first quarter. 

The blue line, the third line, represents the actual allotments that 
were made to the claimants, and they in turn allotted to contractors 
and so on for the first quarter. 

Mr. SHepparpD. Just a moment, please. I would like to clear up 
something in my thinking. 

In the lower line, the light green line, as it were—my interpretation 
is that it represents the information you have been supplied with as 
to the production availability, to wit, inventories? 

Mr. AnsHEN. No. This is the production of steel mills in the first 
quarter. 

Mr. Witson. The green. 

Mr. ANnsHEN. The green line represents the anticipated production 
of steel by steel mills. 

Mr. SHepparD. That is my point. In other words, that line 
indicates the ability of the industry to produce in that category to 
that degree of tonnage. 

Mr. AnsHEN. That is right. 

Mr. SHepparp. Yet in your last line you show an excess allocation 
beyond that of production. 

Mr. Witson. Yes. 

Mr. ANSHEN. Yes, sir. We found through 4 years of experience in 
World War II that not all of the allotments which are made to the 
claimant agencies which they in turn pass on to consumers and they 
in turn pass on to subcontractors get to the mills. If you want me to 
take a minute on that I would be glad to explain why. 

Mr. SHepparp. At the moment | do not think it is necessary. You 
have clearly defined the condition. 

Mr. Witson. It is the experience factor. 

Mr. ANsHEN. About 10 percent more than the supply is allowed. 
We found regularly in World War II that about that proportion of the 
tickets disappeared on the way to the mills and never got there, for a 
number of reasons, which I would be glad to explain, if you would like. 

We have an increase in steel availability as against the pre-Korea 
level from a little over 16 million tons to about 19,400,000 tons, which 
is something like 3 million tons of carbon steel which is available for 
distribution in the first quarter of 1952, more than was available to all 
types of industry using steel pre-Korea. We also got some more steel 
to distribute to meet the direct defense and defense-related demand as 
a result of cutting back the use of steel in some parts of the economy, 
particularly as to products used by consumers. 

Over here in the lower right-hand side of the chart you can notice 
the two areas where the major cut-backs were made. They are pas- 
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senger cars, and other consumer durable goods, such as washing ma- 
chines and so on. Both of those were cut back about one-third from 
the pre-Korea level in the first quarter in their steel allotments. They 
were cut back even further in copper and aluminum, which were even 
more out of balance. 

The three lines here show the average pre-Korea, the requirements 
presented to DPA, and the blue line shows the actual allotments which 
were made. We picked up about 1% million tons of carbon steel, as 
against pre-Korea use, out of the cutback applied to consumer goods 
and automobiles. 

Where did that 1% million plus an additional 3 million tons of steel 
go? What programs were given more steel? 

This will help to give us some perspective on what the first quarter 
means in the way of adjustment in our economy. 

The Department of Defense obviously was a major beneficiary. 
They were using very little steel before Korea. As you see here, the 
first line is a very small bar. The requirements went out where the 
red line indicates for the first quarter of 1952, and we actually gave 
them what the blue line shows. 


[REVIEW OF MILITARY REQUESTS FOR MATERIALS 


We gave them something less than they asked for, and I want to 
make one or two comments about that. We do not take the military 
request for steel, copper, or aluminum, as it is given to us without 
critical review. We certainly have as our objective, as Mr. Wilson and 
Mr. Fleischmann have said innumerable times, the goal of meeting 
their full needs. That is what we are here for. But we also know 
that they may on occasion present us with requirements which are in 
excess of the capacity of their existing facilities to consume. So we 
sit down with them and scrutinize very carefully the ability of their 
contractors to use the material they have asked for, and we often find 
that they have put in requirements for materials that will go to plants 
that will not have machine tools, and in a few cases where the plants 
will not be able to take the materials. 

As a result we gave them something less than they asked for, but in 
the judgment of all of us who participated in the process we gave them 
all en could really use. We did not make this cut to cut their pro- 
gram, but we did want to avoid wasting materials or having them 
pile up. 

Mr. SuHepparp. May I interject a question at that point, please? 

Mr. ANSHEN. Yes, sir. 

Mr. Sueprarp. What portion percentagewise would you consider 
you gave them, after that process of screening, as against that which 
they requested in the first quarter? 

Mr. ANSHEN. Just reading the chart, sir, that will show. 

Mr. SuHepparp. That is right. 

Mr. ANsHEN. They asked us for almost 2% million tons. They got 
a little more than 2.1 million. There was an adjustment from about 
2.5 million to about 2.1 million. It is about one-sixth, roughly. 

Mr. SHepparpD. About what? 

Mr. AnsHEN. About one-sixth down. 

This includes, I might say, not only the Department of Defense 
but also the Atomic Energy Commission as well, although I should 
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add that most of the downward adjustment was made in the De- 
partment of Defense, and a very small amount in the Atomic Energy 
request. 

The atomic energy request is tied to a relatively small number of 
construction projects, and it is a lot easier for that agency and for 
the DPA to examine the timing of their material than it is for the 
Department of Defense. 

Mr. SHepparp. What quarter are you in now? This represents 
the first quarter. 

Mr. ANSHEN. The first quarter 1952, as against an average quarter 
pre-Korea. 

Mr. SHepparD. Are you now in the second quarter, or are you still 
in the first quarter? . 

Mr. ANSHEN. The first quarter. 

The charts I will show you in a moment for copper and aluminum 
actually make the comparison for the second quarter. I should 
apologize for going by the first quarter. Some of these charts were 
prepared weeks ago, and we have not had a chance to put the new 
material on. 

I should say the comparison would be almost the same. They got 
somewhat more in the second quarter, but not much. It is practi- 
cally identical. 

Mr. SHepparp. I do not want the record to be repetitious, so if I 
or any other member of the committee should ask a question which 
you will define in a later chart just say so, and we will pick it up later. 


COMPARISON OF PRESENT AND PAST DISTRIBUTION OF MATERIALS 
STEEL 


Mr. AnsHEN. A large part of the supply of steel went to the mili- 
tary; from something about 300,000 tons per quarter pre-Korea to 
over 2 million tons in the first quarter of 1952. 

Another substantial part of the increased supply went for the 
industrial expansion program. As you see here, the industrial expan- 
sion take was about 600,000 tons in the average quarter pre-Korea, 
and that went into building new steel plants, new aluminum plants, 
new chemical plants, and soon. In the first quarter of 1952, however, 
they were taking over 1,200,000 tons, which is an increase of about 
600,000 tons of carbon steel for expanding our basic production 
facilities, to try to get us out of the time of squeeze and into a time of 
plenty in 1953 and later periods. 

In the case of petroleum and gas, I think the chart is interesting 
and somewhat misleading. As you see here, the chart says that the 
petroleum and gas area got about as much steel in the first quarter of 
1952 as it did in an average quarter pre-Korea. The gray line and 
the blue line are almost the same. That hides the fact that we have 
asked for a substantial curtailment in the expansion of natural gas 
transmission lines, and we have put more steel into petroleum uses 
for petroleum production and refining and transportation and storage, 
because they seemed to be tied more directly to the needs of the 
present and the anticipated military program. 

The electric power take, while it is small in steel, doubled. I 
mention it only because in copper and aluminum electric power 
expansion is a very important user. 
93946—52—pt. 15 
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The other major areas where a lot more steel went I can show you 
very briefly further down the chart. One area of great significance 
was machinery and equipment. We are greatly increasing our pro- 
duction in machine tools, steel mill equipment of all types, and 
industrial equipment. As you can see on the chart, their consumption 
of carbon steel went from about 1,800,000 tons in the average quarter 
before Korea out to well over 3 million tons, as the blue line indicates, 
in the first quarter of 1952, which is a very substantial increase in 
steel. 

I might say that even this comparison understates the increase for 
some types of machinery. Machine tools increased their consumption 
500 percent.-. Rolling mill machinery took a great mcrease in con- 
sumption, by well over 300 percgnt. That is rollmg mill machinery 
to go into steel mills. 

On. the other- hand, we reduced the steel allotments to some types 
of machinery, such as textile machinery or bottling machinery, where 
the, machinery is going essentially for the modernization of industries 
which ‘are, not: making a direct contribution to the current defense 
program. We cut back there, but we vastly increased the areas 
which are necessary to equip the plants we are now building. 

Transportation got more steel. . Most of this contrast between the 
gray line, which shows, I will guess, about 1,200,000 tons, and the 
blue, line, showing about 1,800,000 tons, from before Korea to the 
first quarter, is in freight cars. In the first part of 1950 freight-car 
production was very low. It picked up in the last part of the year, 
but it was very low in the first part of the vear. In the first quarter 
of 1952. we were providing steel for freight cars and tank cars at over 
20,000 units for the quarter. 

Components, as you would expect, took a lot more carbon steel. 
Components are directly reflected in your industrial activity, and 
particularly the military type of industrial activity. More compo- 

nents go into military items than in most civilian items, so the com- 
ponents almost doubled in taking steel. 

Containers again, as you would expect, especially the packaging 
for military production, such as heavy drums and barrels, took a lot 
more steel. There was a small increase of about 200,000 tons in 
export. As I said a few moments ago, the great bulk of that increase 
went to Canada, to support their industrial expansion, which is going 
ahead at an even faster rate than ours. 

I might add, by way of comparison with our control of steel, their 
control is even tighter. They control every single purchase order 
placed, and they are allowing no steel at all for schools and hospitals, 
whereas we are making a very substantial allotment of steel, as you 
know, to support school construction, especially elementary and sec- 
ondary school construction. 

The ‘‘All other,’ which shows a heavy increase, is principally main- 
tenance and repair uses. This is a reflection of the faster rate of 
industrial activity. 

Very briefly I would like to show an even more striking comparison 
for copper and aluminum, because there the military take has gone up 
even more rapidly, and in copper particularly the change is of greatest 
significance, because copper is our most critical controlled material. 
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BRASS-MILL PRODUCTS 


This chart compares the brass-mill-products consumption for pre- 
Korea and now. In this case we have had a little time to prepare a 
new chart,*so the second quarter 1952 allotments which have just been 
made are shown. I showed the carbon steel on the first quarter basis, 
but it was very close to the first quarter in the second quarter. 

Here the chart is even simpler. The two lines simply compare the 
consumption for the average quarter pre-Korea, and the second quarter 
of 1952. 

The blue line for the military shows a consumption of brass mill 
products of some 22 million pounds in an average pre-Korea quarter, 
whereas the allotment is 255 million pounds for the second quarter 
ef 1952. Most of this is in the ammunition program. 

Industrial equipment increased its use of brass mill products from 
193 million pounds to 259 million pounds. 

Another important increase we can find over here in electronics, 
although the quantities are much smaller. Percentagewise it is from 
10 to 17, which is close to double in the use of brass mill products. 

The chart also shows some of the areas where there has been sub- 
stantial curtailment, so that this increase can be provided for, because 
in the case of copper, unlike steel and unlike aluminum, there has 
been a very small increase in the supply, and we anticipate for several 
years in the future no significant increase in the supply. We have 
had to cut back in order to make possible the necessary increases in 
military and industrial uses. 

The cut-backs clearly have come in consumer durable goods, from 
86 million down to 67 million; passenger cars, cut in half, from 52 
million to 26 million; building materials, a very heavy user of brass 
mill products, cut from 66 million to 27 million. That reflects not 
only an absolute reduction, but a lot of conservation measures. 


ELECTRONICS EQUIPMENT 


Mr. SuHepparp. Will you refer again in detail, please, to vour elec- 
tronics program. The reason which prompts my eres is that the 
military are pretty badly stymied in the electromes field, especially 
in the acquisition of the proper electronics equipment on the finished 
components—to wit, planes. Will you make the record a little bit 
more clear as to that issue? 

Mr. ANSHEN. I would like to point out that we have not only with 
this but with every other product area—when | say ‘‘we’’ let me make 
it specific. The Defense Production Administration staff, industry 
experts from the steel, copper, and aluminum divisions of the NP A, 
and staffs of every claimant agency and of every NPA division con- 
cerned spent hours a day every day for several weeks before these 
decisions were made, reviewing the requirements in the greatest detail. 

In the case of electronics, for example, the Electronics Division of 
the NPA presented to the DPA its requirements not only for brass 
mill products but for all materials. We spent hours with their staff, 
and the Copper Division participated with us, in reviewing their 
request and breaking it down into military components, and going 
into end items and going into industrial use and civilian use. We 
reviewed with the military their procurement of electronics, because 
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when the Industry Division comes to us it reflects what the manu- 
facturers anticipate in the way of orders, and inevitably there is 
inflation on the part of, not all, but some manufacturers. We tried 
to remove that inflation so far as we could identify it. We do not get 
all of it, God knows. 

We try to assure meeting the full military need on as realistic a 
basis as we can appraise it. We are just as keenly aware as is the 
military itself of the importance of providing electronics equipment for 
planes and all military uses. One of our purposes is to make certain 
that that material is there when needed. 

Mr. SHepparp. I can only assume from your statement and other 
testimony that has occurred before the committee, that if there is a 
lack of end production in the electronics category it is not due to the 
lack of raw materials assigned to them, but due to the lack of ability 
to use the assigned raw materials; is that a correct or an improper 
assumption? 

Mr. Wison. It is a correct assumption. It is due also to delay 
- freezing of designs, so that the industry cannot go ahead to produce 
them. 

Mr. Suepparp. All right. Proceed. 


WIRE-MILL PRODUCTS 


Mr. AnsHEN. I would like to go now into the same picture for 
other materials. I have shown you the steel and brass mill products. 
I would like to take a look briefly at the wire mill products, which 
present a similar picture. 

You will find the same thing is true of aluminum. 

Here are the copper wire mill products, again comparing the average 
quarter pre-Korea with the actual allotments for the second quarter 
of 1952. Again you see the enormous increases which you would 
expect in the case of the military and the Atomic Energy Commission, 
jumping from 10 million pounds of copper wire mill products before 
Korea to 45 million pounds of wire mill products actually allotted in 
the second quarter of 1952. 

Another big jump is in industrial equipment. All kinds of electrical 
equipment would be here: turbines, generators, and so forth. They 
show a very substantial increase, close to 50 percent actually for 
industrial equipment. A small increase is in the construction area, 
and the bulk of that is in the industrial expansion area, wiring for new 

lants. 
2 The cut-back, as you would expect, comes in the consumer durables, 
and shows a smaller use of wiring equipment in passenger cars, where 
they have been cut by 50 percent, with a major cut over here. 

This calls for a comment. This is public utilities. This is the 
electric power expansion program. While the program has gone 
sharply ahead, through conservation and through a major conversion 
to the use of aluminum wire, as I will show you on the next chart, we 
were able to save some copper wire to put over here into military and 
industrial uses, where copper wire could not be substituted for. 
There is a major cut-back in the export, which had been very heavy 
before Korea. The 32 million pounds was cut down to 6 million 
pounds in the second quarter. 
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This ‘All other’ category in every case represents maintenance and 
repair users. The consumption by small users is such that they are 
allowed to self-certify under the controlled-materials plan. They 
represent very small quantities. 


ALUMINUM 


Now, in the case of aluminum, perhaps the only point which is 
really interesting is to see the reverse of this public utilities experience, 
where you can find the use of aluminum going up because of the reverse 
side of the conservation I have just mentioned. 

Mr. SHepparp. In other words, you are substituting aluminum for 
copper? 

Mr. ANsHEN. That is right. 

Mr. SHepparp. May I ask you gentlemen a question at this point: 
Has it been determined by the industry that there is the same longev- 
ity by and between the two, insofar as service is concerned? 

Mr. Wixson. The longevity? 

Mr. SHepparp. Yes. In other words, copper versus aluminum. 

Mr. Wixson. Well, 1 do not believe there is any question about the 
life of aluminum as a carrier. 

Mr. Suepparp. In other words, it is considered in the industry 
that one is the equivalent of the other; is that correct? 

Mr. Wixson. It is generally accepted. 

Mr. AnsHEN. Now, in the case of aluminum, as you would expect, 
there is an enormous increase in the military. Plane production was 
at a very low level before Korea, and it is up here now. Most of this 
is in planes, a good part in tanks, and some in naval uses. 

I spoke of the public utility cut-back. You saw in the case of 
copper wire that decrease in use. In the case of aluminum you have 
a compensating increase. It is not as large an increase, because you 
are dealing with a lighter material. 

The major cut-back to make this possible, as well as some increase 
in supply, which we are just beginning to get, with more to come, is 
in the consumer goods, from 119 million pounds down to 63 million 
pounds; passenger cars, 29 million pounds down to 15 million pounds; 
building materials, 127 million pounds down to 51 million pounds. 

After World War II, as you know, aluminum became a very popular 
material for all kinds of building uses, such as roofing, siding, venetian 
blinds, and so on. This compelled a sharp cut-back again there, to 
make this possible for the military. 

I think unless you have some questions it is not worth while to go 
into more detail on this part of the presentation. I think perhaps I 
have served the basic purpose of this part of the presentation, which 
was to put the first quarter into perspective. 


Furure Supepty AND DEMAND FOR MATERIALS 


I would like to look forward. That was the major purpose of the 
presentation. The rest has been background, to show where we stand 
in perspective. 

We have made a number of changes in the economy already to build 
up the military and defense-related uses. In this presentation to the 
mobilization officials we try to look forward. 
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This chart shows for total copper, brass mill, wire mill, and foundries 
combined the forecast of supply and demand by calendar quarters 
through the second quarter of the calendar year 1953. That is the 
end of the fiscal year. In each case we have twin columns, a black 
~ one and one that combines red and gray. The black column in each 
case issupply. For the first quarter it was the actual supply of copper. 

This, | want to emphasize, is copper mill products; this is not raw 
copper. This is what comes out of a brass mill, measured in pounds, 
which means you have zine in there as well as copper. 

This is what comes out of the wire mill. 

This is what comes out of the factory, because that is what we 
allot tickets to industry for—to purchase mill or foundry products. 

This is the first quarter supply, and includes a small amount of 
overallotment of supply; about 10 percent, as I pointed out earlier 
in the case of steel, because of the expected disappearance of these 
tickets. 

Again, in the second quarter, the little box up here indicates what 
would go to the stockpile out of the total supply if we made a con- 
tribution to the stockpile in the second quarter. 

Mr. Taser. Does that mean a lessening of production? 

Mr. ANsHEN. I want to explain that. 


COPPER 


At the time this chart was made the Copper Division had a rather 
pessimistic outlook for the second quarter supply. They have since 
revised that somewhat. This pessimistic outlook reflected principally 
two factors. One was the very slow movement of copper scrap, which 
has troubled us, and did trouble us all last fall, and the other was fail- 
ure to secure imports at an adequate level, or at our fair share in terms 
of the world market agreements. 

Since this chart was prepared the scrap situation has begun to 
improve and some action has been taken to increase our imports of 
copper, so that the supply forecast for the second quarter is by no 
means as pessimistic now as it was several weeks ago when this chart 
was prepared. 

There are other factors involved. In the first quarter there was 
no stockpiling of copper. In the second quarter, at the time this 
chart was prepared, we wanted to show what would happen if we 
stockpiled copper and if we did not stockpile copper. ‘The total 
available if we did stockpile copper would be represented by just the 
black part of the column on this chart. You would add this much 
more [indicating]—some 75 million pounds—if we did not contribute 
to the stockpile, but instead diverted those copper products into 
industrial uses. 

A third factor is important here. We overallotted the supply of 
copper by 10 percent in the first quarter, based upon the World War 
II experience on the disappearance of tickets. It now appears, as we 
are building up experience in the present emergency, there is a some- 
what lower rate of disappearance of tickets than occurred during 
World War Il. We are not entirely sure that we understand all the 
reasons for it, but we think in general it is because we are still carrying 
on a fair level of civilian production which was wholly cut out in 
World War II, and the civilian producers, because they have been cut 
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back below levels they were operating at before Korea, are using 
every ticket they get. 

The rate of disappearance of tickets that we often call attrition, 
therefore, is apparently somewhat lower than during World War II, 
and we intend for the second quarter to recognize that difference. 
We propose to overallot the supply by a substantially smaller margin; 
and, since this supply figure includes not only the anticipated produc- 
tion but also the amount of overallotment of supply, the column 
would, for that reason alone, be lower than the first-quarter column 
lindicating]. 

We have less copper, in effect, that we propose to hand out tickets 
for. You see, as you follow the black columns across, we do not 
anticipate any significant increase in the supply for the next vear and 
ahalf. There is a slight increase as we go along here [indicating], but 
it is not enough to make very much difference in terms of the problems 
we face in dealing with defense and defense related demands for 
copper. 

The other column for each quarter shows a red slice at the bottom 
and a gray column above it [indicating]. These represent allotments. 
The red slice indicates allotments directly to the Department of 
Defense and the Atomic Energy Commission for their direct reallot- 
ment to their contractors. 

I want to repeat, as I mentioned earlier, it does not include the 
copper that goes into electric motors that go into military end items. 
That is in the gray part because that is not allotted by the Department 
of Defense; it is allotted by the appropriate devision of the National 
Production Administration. 

You will notice this is what we allotted for all copper to the military 
and to the Atomic Energy Commission for the first quarter. Here 
[indicating] is the second quarter, somewhat higher than the first; 
and, since this shows the $50 billion program for 1953, you will find 
an increase in the third quarter, which is the peak. Then there is a 
slight tapering off for future quarters. This is a forecast of the 
probable level of allotments necessary to support a military program 
based upon $50 billion of new money in 1953, projected, or time- 
phased as the program was given to us about December 15th. 

Mr. SHeprarp. Does that mean an increase in production that will 
permit that type of operation, or does it indicate that you will have 
to have a greater dip into the civilian functions in order to bring it 
up to the peak as reflected in the third quarter? 

Mr. Asuen. It indicates the source of the squeeze on all other uses. 

Mr. Manon. That is your biggest squeeze? 

Mr. AsHen. The peak take for the $50 billion program, as it was 
then presented to us, and phased out in terms of deliveries of end 
items as they gave them to us, we forecast would come in the third 
quarter. 

Now, the gray portion of the bar—and I think this is important— 
should not by any means be regarded as civilian. This is not a case 
of military and civilian. There is a great deal in here, as the first 
part indicated, which is industrial, or components that go into military 
end items. There is a lot of construction in here—steel plant, alum- 
inum-plant expansion, electric power, and so on, and a very small 
part of this could be labeled strictly civilian. 

Mr. Taper. Does the year mean “calendar year’’? 
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Mr. AnsHEN. We have the first quarter of 1952, the quarter we are 
now in, the second quarter, and looking forward to the end of the 
calendar year, and the first two quarters of the calendar year for 1953, 
which brings us to the end of the fiscal year 1953. You will notice 
the gray portion of this bar shrinks quarter by quarter. There are 
two major reasons for the shrinkage. First of all, as I said earlier, 
trying to be realistic about probably what would have to be done in a 
consumer area, we forecast, not as a necessary thing, but just for the 
purpose of trying this on for size, a 20-percent cut below the first 
quarter of copper allotments for automobiles and consumer durables 
by the time we got to the third quarter of the year. We forecast, just 
as a try-on, keeping that 20 percent at that level for the fourth quarter, 
and then, by the second quarter of 1953, building it back up to the 
level at which allotments were made in the first quarter of 1952. We 
also tried to forecast on the basis of dozens of interviews with industry 
people in the National Production Administration division the extent 
to which it would be possible to save copper by conservation, by 
shifting over, principally to aluminum, and we actually have forecast 
here a shrinkage of close to 125 million pounds of copper by the time 
we come out for the second quarter of 1953 below the first quarter of 
1952 in the gray area. 

When I Rew you the aluminum chart that parallels this, you will 
see the increase in aluminum to allow for that kind of conservation. 

Again, we were trying to feed into an area of increasing supply and 
out of one of fairly constant supply. You see here there is no great 
increase in the supply of copper. 

Now, when we start to compare the supply, as we look forward, 
with the probable level of demand, we begin to see the nature of the 
problems for copper, our most critical material. 

Looking at the second quarter—and this was before the second- 
quarter dictanutts were made—we found that we faced an unbalance, 
even if we did not stockpile copper as you see here. We found a de- 
mand that would be in excess of the supply. 

I want to emphasize this is not by any means a representation of 
the total requirements. As I showed you on the first steel chart, the 
requirements, as presented to the Defense Production Administra- 
tion by the claimant agencies, went away out to the right. If we tried 
to show on this chart requirements for copper as they would come to us 
from the agencies, we would have a line away up here on the chart. 
This is a forecast of allotments at about the first-quarter level, and 
that was a tight quarter. It meant that we cut back very heavily on 
copper for civilian construction of all types, for automobiles and con- 
sumer durable goods. We gave the industrial areas a lot less copper 
than they wanted. We gave components in some cases less copper 
than the manufacturers said they had to have. It was a tight squeeze. 

Mr. WiaeieswortH. Roughly, how much was the cut-back? 

Mr. ANsHEN. Roughly on this order: We had requirements for the 
first quarter for copper that were 170 percent of the supply. We 
allotted about 110 percent of the supply; so, we cut back by roughly a 
third below the requirements, from the 170 percent down to about 
110 percent of supply. Again, if we showed requirements here, the 
line would be way out. This is not a forecast of demand; it is a fore- 
cast that puts the military program at a $50-billion level on top of the 
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first-quarter allotment for everybody else, including all industry, con- 
struction, and all civilian uses. 

We faced a deficit for the second quarter, which meant we would 
have to accommodate to this larger military need and that we would 
have to cut back on allotments below the first-quarter level in this 
gray area. 

In a moment, I want to show you where we have to look to find 
that kind of copper. We face an even larger deficit for the third 
quarter. Here we found the worst picture under the $50-billion new- 
money program. The unbalance would be most serious in the third 
quarter of 1952 and then would decrease. By the time we come to the 
fourth quarter we would be in balance if we did not stockpile copper. 
If we did stockpile, we would still have a deficit. It would still be 
necessary to find some way to squeeze further in this area. 

By the first quarter of 1953 we would be in balance even with 
ceria’: and by the second quarter we would have a margin. 

This margin is the result of extreme conservation measures shifting 
into aluminum. 

Now, I would like to show you how much worse this problem would 
be if we look at an $85-billion military program for the fiscal year 
1953. As I said, one purpose of this presentation was to highlight the 
implications of a larger military program. This overlay that I have 
placed on the chart leaves the supply unchanged but shows now the 
increased military demand resulting from an $85-billion program for 
the fiscal year 1953 rather than a $50-billion program. 

The increased demand for copper is shown by the increase in the 
red margin. The white line here indicates—and you can see this on 
the chart—where the demand would have been under the $50-billion 
program. ‘The margin of red above the white line indicates the addi- 
tional copper required to support an $85-billion program for the fiscal 
year 1953. 

It shows two things: First of all, as you see here, a very sub- 
stantially increased demand for copper to support a higher military 
program, and it shows something else of interest: that, whereas under 
the original $50-billion program the peak military take of copper, for 
input of copper, would have been in the third quarter of the calendar 
year 1952, now the peak is way out here in the first and second 
quarters of the calendar year 1953. 

Rising requirements are shown right straight through this period. 
Of course, the increase in the red has pushed up the whole column and 
thereby increased the deficit against our supply, quarter by quarter. 

One other thing has been put on this chart. You will notice at the 
very top there appears, in columns where you can see it, a little green 
cap. We have tried to include here an estimate of the copper that 
will be required to support the new high-level Atomic Energy Com- 
mission’s program which is now being referred to the National Security 
Council. That would take more copper, not only directly for atomic- 
energy use in their plant, or in their proposed plant, but also copper to 
provide more electric power for those plants. We tried to estimate 
that copper requirement as an addition. 

The current atomic-energy program is in this red area. This is a 
new high-level program for additional copper. I might say that while 
the amount is small, if this chart were projected four more calendar 
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quarters out here, the green cap would grow every single quarter 
because the real demand would not be felt until you get to the middle 
of the calendar year 1954. 

I would like to show you now where you have to look for the copper 
necessary to bring about a balance. 


DEFICIT SUPPLY OF COPPER 


The $50-billion program, as I showed you originally, shows deficits 
in the second and third quarters of calendar 1952, and began to get 
into balance only by the end of the calendar year 1952. 

The $85-billion program would create, of course, much larger deficits, 
-and they would persist right through the middle of the calendar year 
1953. 

Mr. Manon. Would the deficits be so great that such a program 
would be unrealistic in terms of the availability of supply? 

Mr. ANsHEN. I would like to show you the answer to that right now. 

Mr. Taser. You told us awhile ago that the deficit was largely 
evaporating as you were going along into the next quarter. 

Mr. ANsHEN. Under the $50-billion program, yes; the deficits would 
disappear by the beginning of the calendar year 1953. 

Mr. Taser. I understand there has been a change in the production 
schedule? — 

Mr. ANsHEN. There has been a change in the supply estimate but 
not enough to wipe out the deficit. It would still leave deficits right 
through this period. 

Mr. Taser. Why would the production be lower in the coming 
quarters? 

Mr. AnsHEN. We have enjoyed in the first quarter one result of an 
unfortunate event. There was a strike in the copper mines last fall. 
One result of that was to accumulate copper concentrates, and one 
result of that was to increase production in the first quarter to a level 
that could not be supported in future quarters; but, in addition and 
much more important here, this black line includes an allowance for 
overallotting the supply. This is what we would actually be able to 
hand out tickets for, and we propose to reduce the overallotment in 
the second quarter and future quarters in order to make certain every 
ticket gets cashed at the mills. We overallotted the supply by about 
10 percent the first quarter. We propose to reduce that to about a 
5-percent overallotment in the second quarter. That alone would 
reduce the number of tickets that we are able to hand out. 

Mr. Witson. It is overcoming an error of previous judgment about 
the use of copper tickets. 

Mr. AnsHen. With a $50-billion program there is a problem in the 
second, third, and fourth quarters of the calendar year 1952 that 
would tend to disappear in 1953. With a higher program, you get a 
much more serious problem in the quarters ahead of us, and it would go 
right out into the middle of 1953, and you would have a serious 
deficit in 1953. 

Once you agree to support military needs, which is our objective, 
you have to meet that by squeezing elsewhere. 

What I want to show you is where you have to squeeze to get sig- 
nificant amounts of copper. This chart shows an analysis of actual 
allotments of copper, brass-mill products here, wire-mill products here, 
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copper-foundry products here. These are actual allotments made in 
the first quarter of 1952. 


LARGE USERS OF COPPER 


This is an attempt to show who the big users of copper were, what 
areas in our economy, and thereby to high light who would be hurt if 
you tried to squeeze back. 

Look at the brass mills first of all, because this is where the major 
military demand concentrates. Four-fifths of the military copper 
take is in brass and most of that goes into the ammunition program. 
As you would expect, the major recipient of brass-mill allotments in 
the first quarter was the military itself. They got 31 percent of all 
brass. The next largest use was for motor vehicles of all types, and 
less than half of that, 1 might say, was for passenger cars. The rest 
was for trucks, repair parts, and that kind of thing. Less than half of 
this was for passenger cars, and I want to say in the case of passenger 
cars this is what motor vehicles got in the first quarter [indicating]. 

In this forecast of possible allotment levels we cut them by 20 per- 
cent below the first quarter level by the time we got to the third quar- 
ter of the calendar year 1952, so there would be much less brass mill 
in this column if we had a similar set-up for the third quarter of the 
year. 

You will notice the next largest users, general components, an area 
which probably got too little copper in the first quarter. Here we 
have the valyes, fittings, pumps, and compressors that go into all 
types of industrial and military uses, and which, in the judgment of 
most people who deal with the issues, would have to get somewhat 
larger allotments of copper in the future quarters rather than smaller 
allotments. They actually got larger allotments in the second 
quarter. 

Now, electrical equipment which goes into the electrical expansion 
program, and into outfitting industrial expansion in general. Here 
are all types of industrial equipment. 

The next largest user is building materials, and these will be cut 
back, as 1 showed you earlier, very sharply from their pre-Korean 
take of copper. 

Then consumer durable goods already cut back by 50 percent 
from their pre-Korea level, and cut back another 20 percent of the 
first quarter level by the third quarter of 1952 in this projection. 

Then scientific and technical instruments. Then general industrial 
equipment—all kinds of special industrial machines—and then all 
other users together, adding up to 25 percent. If we had spelled out 
all the other users and extended the chart, the next in sequence after 
general industrial equipment would have been brass mill products 
going into the manufacture of engines and turbines; then electronic 
equipment; next, machine tools; next, industrial construction, that 
is the bus bars and the wiring for industrial plants; and then railroad 
equipment, the communication industry, and by that time we would 
have accounted for 86 percent of all the brass mill there was. 

I think that it high lights rather clearly the fact that even if you 
cut out the manufacture of passenger cars entirely and have consumer 
durable goods cut out entirely, vou would not bring about a balance 
of supply and demand, even if that drastic action were taken with the 
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enormous impact on employment that would follow. You would not 
solve the problem. You have to go into some of these other areas 
which are major users of brass. 

Briefly, the same thing is true in the case of wire mills. We made 
396 million pounds of wire-mill allotments for the first quarter. Who 
got them? The biggest single recipient, with 19 percent of the total, 
was electrical equipment, as you would expect—wiring for all types of 
electrical equipment. 

The second biggest user was the Defense Electric Power Adminis- 
tration, and the wiring for their power-expansion program. They 
used almost 19 percent. Thirty-eight percent of all the wiring went 
to electrical-power construction and transmission lines, or into elec- 
trical equipment for the power plants, or for industrial use. After 
that, communications, such as the telephone, which got 10 percent 
the third largest user, and then the direct military itself, which stood 
fourth in line. Fifth in line came motor vehicles, only a fraction 
being passenger cars, and then industrial construction and electronics. 
All other users add up to 27 percent, and again, if we listed the next 
largest users after electronics there would have been in sequence rail- 
road equipment, Atomic Energy Commission, machine tools, consumer 
durable goods using 4 million pounds out of a total of 396 million, 
ous industrial equipment, and scientific and technical instruments, 

y which time we would have accounted for 82 percent of all the wiring. 

I think the point is clear enough that I will not press it any further. 

One thing clearly suggested here is that if you want to save large 
amounts of copper outside of the direct military area in order to meet 
the kind of deficits which even the $50 billion program would present, 
not to mention a much higher program, you would have to go into 
construction. 

It is interesting to note how much these large users of copper, brass 
mill, wire mill, and foundry tie directly or indirectly to construction. 
I do not mean that much copper is used directly in construction, but 
copper goes into building materials, into plumbing supplies and 
builders’ hardware. It goes into electrical equipment of all types. 
It goes into electric power to run factories. A big demand for copper 
is generated by industrial construction, by military construction and 
by civilian construction. 

You will notice that we have general components, some of which 
feed into construction, electrical equipment, which is tied directly to 
construction, either in terms of the equipmetn for plants, or the 
equipment for the power to run the plants, building materials, scien- 
tific and technical instruments, most of which go for the equipment of 
new plants, industrial equipment, which itself feeds mostly into new 
plants, and in addition communication. 

Part of that demand is built up for construction expansion, and 
these names here repeat when you go into foundry products. It is 
very clear that large savings in the use of copper could only be 
secured by some curtailment of at least some aspects of construction, 
not because construction itself uses the copper, but because construc- 
tion generates demand for products that use a lot of copper, or for 
power that uses a lot of copper. 
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SUPPLY AND DEMAND FOR ALUMINUM 


I would like to go briefly through the aluminum picture, which 
presents the same problem and just give it some emphasis. 

In the case of aluminum, again as with copper, the black line 
shows the supply, quarter by quarter, with an allowance for a small 
overallotment of the supply. Here strictly, as I lay my pointer 
across, you see how much of an increase in the supply we expect to 
have. 

The red and gray combination shows in the red area the direct 
military; in the gray, all others. Here is the $50 billion program, 
phased out as it was given to us as recently as mid-December. 

The peak would come in the fourth quarter of the calendar year 
1952, and thereafter there would be a slow tailing off in the direct 
military take. 

The gray area goes up very sharply as a reflection of the conserva- 
tion in copper which I described earlier. 

We put a lot more into this forecast on aluminum. Here on the 
$50 billion program we faced, before making the second-quarter 
allotments, a deficit if we stockpiled aluminum. If we did not stock- 
pile aluminum we could just about match an allotment level of the 
first quarter for the nonmilitary and carry a larger military take as 
well. But for the third quarter we faced a deficit, even if we did 
not stockpile, with a larger deficit for the fourth quarter, even if we 
did not stockpile aluminum, and then the situation would get much 
more into balance as a result of the big increase in the aluminum 
supply, as the black column goes up. 

The $85 billion program would make the situation considerably 
worse, as vou will see when I place the overlay on the cart. 

As in the case of copper, the overlay presents an estimate of the 
aluminum requirements for the larger program. The amount of 
extra aluminum required is indicated by the addition to the red part 
of the chart, the amount above the white line. 

You will notice again the same two things as in copper. There is 
more aluminum required, and the peak take is pushed out to a point 
in the middle of 1953. Again we have shown, beginning with the 
green cap, the atomic energy high-level program, and this would in- 
crease for three or four quarters. Here we have a deficit in the third 
quarter, a big one in the fourth, and we have a deficit out to the middle 
of 1953 with full allowance for the very large aluminum expansion 
now under way, an 80-percent increase in our supply. We could meet 
this demand of an $85 billion program with its big aircraft components 
only by very drastic curtailment in nonmilitary uses of aluminum. 


LARGE USERS OF ALUMINUM 


What are those nonmilitary uses? This chart, I think, high lights 
it. We are looking at the first-quarter allotments of aluminum. We 
allotted 714 million pounds of tickets. Who got them? The major 
user is the military itself. They got 35 percent of all the aluminum 
that was distributed. That was their direct take; not including the 
aluminum in the components that go into planes or tanks. 
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The next major use was for motor vehicles. Only a fraction was 
for passenger cars, and that in turn was cut by the third quarter in 
this forecast by 20 percent. 

Consumer durable goods, always a big user, was already cut by 
50 percent from pre-Korea to get to this figure. 

Building materials, the fourth in line, Defense Electric Power Ad- 
ministration, which is becoming a very important user of aluminum 
as a substitute for copper wire, electrical equipment, a big user of 
aluminum, containers and most aluminum containers go into special 
military products, and all others, a quarter of the total, and if I 
listed all others you would get general industrial equipment, compo- 
nents, scientific instruments, and so forth. 

It is perfectly clear, as in the case of copper, if you are going to 
save a lot of aluminum one good place to look for it would be areas 
tied to construction, because even if you cut out passenger cars and 
consumer goods entirely, you would pick up only a fraction of what 
you needed to meet this kind of deficit and you would have enormous 
unemployment. 


SUPPLY AND DEMANDS FOR STEEL 


I will not go into steel. The steel picture, as shown in this chart, 
is much less impressive than those for copper and aluminum in terms 
of problems, because the chart shows only total steel. 

I do want to emphasize two things: The steel problem is not in total 
steel. It is in certain shapes, structurals and plates, particularly, and 
it is in alloys, and nickel stainless steels, because of the nickel situa- 
tion. The higher level military program, which includes a lot of 
construction, would mean carrying the structural-steel problem, which 
is so bad right now, out into the middle of 1953 with no relief, and 
would also carry the plate problem out into the end of 1953 as well. 

Mr. Wiaciteswortn. Are these deficits in plant capacity, raw 
materials, or in both? 

Mr. ANsHEN. These are deficits in materials. We are talking about 
supplies as projected forward, and a demand at about the first quarter 
level for nonmilitary, and at the $50 billion and the $85 billion levels 
for the military. 

Mr. WiacLteswortn. They are not deficits in finished products? 

Mr. AnsHEN. No. These are deficits in raw materials. I might 
add one point with respect to the impact of these deficits, quarter by 

uarter. 

The $50 billion program that I showed you here was phased out in 
accordance with our information from the military as about the 
middle of December. We understand they are now engaged in an 
attempt to restudy and rephase that program and, while we have not 
seen any of the detail on that as yet, we anticipate that one result of 
rephasing may be to level out the program, to get rid of the peak early 
in the first half of 1952 and to level out and carry forward at about 
the second quarter level. 

Mr. Suepparp. You are referring to the present program? 

Mr. ANsHEN. The 1953 budget proposal, but rephased to take a 
peak out of it and level it out and carry it forward longer. If that is 
what happens, I think two results will follow: One, we would not be 
faced immediately with a deficit of the size that I was indicating, and, 
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two, you would not find the relief out in the first part of 1953 that I 
was indicating. 

Mr. SHepparD. Of course, the complexity of the total picture, by 
and between your $50 billion proposal and under the $85 billion 
proposal, is a very intriguing one, but as I see it from my own point 
of view at the moment, I am more vitally interested in the $50 billion 
program because that is the one that is going to be under consideration 
and the results that you have portrayed there under the $50 billion 
program are different in end result on our civilian economy and the 
military than under the $85 billion program. You made a very inter- 
esting presentation. 


STOCKPILING OF MATERIALS 


Now, I would like to ask this question of Mr. Wilson: In steel, are 
you stockpiling, and if so, to what degree of tonnage? 

Mr. Wiuson. We are not stockpiling now. 

Mr. Suepparp. The same question as to copper. 

Mr. Witson. We are not currently stockpiling. 

Mr. SHeprparp. The same question as to aluminum. 

Mr. Witson. For the present quarter, no; we are not stockpiling. 

Mr. SuHepparp. Now my next question is as to the same three 
categories, What do you contemplate in stockpiling, if anything, in 
the remaining quarters? 

Mr. Witson. Conditions may develop. In the case of copper, 
it depends on how lucky we are in increasing our supply. There 
are so many factors in there. I do not ktiow how much we will be 
able to stockpile. We will stockpile all we can get without hurting 
the economy. 

Mr. SHepparp. You have no fixed plan? 

Mr. Witson. We have a fixed plan but I do not think it is worth 
anything. You do not have any assurance that you are going to get 
the supply, and there are many other possibilities. 


AWARDING oF ConTRACcTs IN CritrcAL UNEMPLOYMENT AREAS TO 
OrueR THan Low BrIppErs 


Mr. Suepparp. This is aside from what your testimony has opened 
up, but you were quoted as making a statement in your appearance 
before the Joint Committee on Defense Production, a congressional 
committee, the other day to the effect that it was your intention to 
direct contracts to geographical areas where there was an abnormal 
unemployment, irrespective of lower bids elsewhere. Did you or 
did you not make that statement, or one of like character? 

Mr. Wiuson. Yes; of a general character, I did. 

Mr. Suepparp. To what degree would you consider that you 
would be justified in going beyond the low bid in order to take care of 
a so-called unemployment condition? 

Mr. Witson. Do you mean percentagewise? 

Mr. Suepparp. Yes. 

Mr. Witson. I have not figured it out, and the reason I have not 
figured it out is, I let the factual circumstances develop with respect to: 
some business that can go into the territory, and all I want to do is to 
find out if it is legally and equitably feasible to put it into one or more 
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difficult unemployment areas. I did get an affirmative answer to 
that: it is legally possible and it might be desirable to determine that 
it is when the cases come up. Then I would find out how wide the 
differences were, and if they were reasonable I would think it would 
be a good thing for the Nation over-all to put them in regardless of 
some disparity in bids. I do not mind telling you, sir, if the disparity 
were great and if it was wider than the benefits to be obtained, I 
would be opposed to it. 

Mr. Suepparp. Let us take Detroit as an example. It has been 
my understanding, and perhaps an erroneous one, that there has been 
a certain amount of production required within the military category 
that has not been considered acceptable to the production industry 
in Detroit. Consequently, we are having a decline in employment 
which would not have occurred there if industry had accepted the 
business offered If you found a situation of that character, what 
would be your attitude? 

Mr. Witson. I suppose that I would consider it on the basis of the 
circumstances that I found at the time with respect to the unemploy- 
ment. I would settle that whole question on the basis of unem- 
ployment, because if you get, as you have there, a hundred thousand 
people out of work and they tell us for each 100,000 automobiles we 
cut the industry back per quarter 50,000 people will be dropped, it 
does not take too long to figure out the seriousness of the situation. 
When you have a total of over 200,000 people out of work you have 
something to contend with. 

Mr. SuHepparp. | wanted to clarify the record because the jurisdic- 
tion would undoubtedly fall within your scope of operations. If you 
found you did have to resort to such an operation, you would un- 
doubtedly keep the discretion of that operation within your own field 
and not delegate that to places where it might get kicked around 
rather loosely? 

Mr. Witson. I would not do much delegating. It is so obvious. 
You try to cure one situation and you are liable to do some injustice 
some place else. You have to weigh the thing pretty carefully. 

Mr. SHEPPARD. My reasoning is this: From the charts that you 
have presented here you are definitely going into a very critical 
analysis of the national requirements. That has been indicated. 

Mr. Wixson. That is right. 

Mr. SHepparp. You have that ability, and the function is within 
your jurisdiction for reaching conclusions. That is one thing. But, 
Mr. Smith or I do not have that, so I might deviate if it was left to 
my jurisdiction to get contracts here, there and otherwise, and that 
is the one bottleneck that I do not want to see. 

Mr. Witson. That is why we took the determination of this into 
the Office of Defense Mobilization. 


SHORTAGE OF MATERIALS FOR THE MILITARY 


Mr. Taser. Up to this time has there been any slowing up of any 
products for the military because of a shortage of any metal or other 
substantial article required? 

Mr. Witson. To my best knowledge, no. 

Mr. Taser. Do you contemplate any such shortage arising in the 
course of this calendar year? 
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r to Mr. Wiuson. No; I do not think so. Certainly not of a sub- 
that _ stantial nature. The only place that I could see it happening would 
the ’ be the Atomic Energy Commission. They might have a demand for 

vuld * certain materials, and, of course you understand better than I, when 
s of > you talk about Atomic Energy Commission demands you are talking 
rity ~ about the Defense Department’s demands, because the Atomic Energy 
d, I ' Commission is only an agency of the Department of Defense in sup- 

- plying weapons. They could come in with a demnd that might give 
een - usa problem, but I do not think that they are going to. As I look 
een - down the road, and as I understand their appropriation, I do not think 
‘Ory ' that they are going to make any demands upon us that will interfere 
stry - anymore than they are interfering today with current production plans. 
lent i You were talking about materials, metals. 
the : Mr. Taser. I was talking about metals. 
That : : 

SHORTAGE OF MACHINE TOOLS 

the 
lov- : Mr. Witson. Did you mean machine tools? 
em- 3 Mr. Tarer. Well, is there a shortage in machine tools? 
and Mr. Witson. Terrific. 
we q Mr. Tarer. What effect does that have? 
1, it ; Mr. Wison. It has delayed production. 
ion. : Mr. Taner. Because the machine tools are of a different type than 
ave ' they were in the period 1941 to 1945? 

Mr. Wiuson. Yes; that is one reason. In 1941 we got a head start. 
dic- ’ The French, the British. and everybody were buying machine tools from 
you _ us. Before Pearl Harbor we bad the machine tool industry going full 
un- - blast. When Korea came along the machine tool industry was down 
field pretty badly, so they had to be put back, their plants expanded, and 
und _ their employment increased, and their designing stepped up and so 

_ forth, so they could really get under way. Nevertheless, in 1951 
ous. ' they doubled 1950’s production and for 1952 it is estimated they will 
tice ' double 1951’s production. By the end of this year they ought to be 

_ working on the basis of approximately $1,400,000,000 worth of machine 
you ' tools a year; therefore, by that time, they ought to ey well take 
‘ical _ care of industry’s requirements for military items. They are gettir g 

first preference in every case. 
thin ’ ORLIGATIONS AND EXPENDITURES OF MILITARY FUNDS 
“0 : Mr. Wigc.Leswortu. | have your quarterly report to the Presi- 
‘hat _ dent as of January 1 here. As I understand it, there has been about 

_ $100 billion made available, has there not, for the military program? 
itn Mr. Wiuson. Up to the fiscal year 1952 do you mean? 


Mr. WiGGLeswortn. Yes. 

Mr. Wiuson. Yes; that is about right—actually $94 billion. 

Mr. Wiacieswortn. Against that there have been total deliveries 
of about $20 billion; is that right? 
any : Mr. Witson. Roughly. 
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ther i Mr. WicGLeswortn. So that leaves about $75 billion that is 
' unexpended as of this time. 
Mr. Witson. You are talking about actual deliveries as against 
the obligations? 


Mr. WicGuesworrtH. About actual deliveries. 
93946—52—pt. 1——-6 
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Mr. Witson. Much more of that has been obligated, as you know. 
By the end of December they had obligated over $60 billion. 

Mr. WiacLeswortu. In other words, leaving about $75 unexpended 
and about $35 billion unobligated? 

Mr. Wiuson. Somewhat less than that. As a matter of fact, it is 
about $33 billion unobligated by the first of this year. 

Mr. WiaGieswortH. Now, we are considering, hypothetically, an 
appropriation over-all of about $50 billion for the fiscal year 1953, 
That would make possible, in terms of expenditure, $75 billion which 
has not yet been expended, plus $50 billion or $125 billion in the next 
18 months. 

Mr. Witson. You will never spend it. 

Mr. WiaGLeswortH. What expenditure do you contemplate, (a) 
in the fiscal year 1952, and (6) in the fiscal year 1953? 

Mr. Witson. I do not know. : 

Mr. Fisurer. There would be some for pay and allowances and that 
sort of thing, but as far as hard goods are concerned the lead time on 
these items is such that that covers, as a general statement, production 
for a year ahead. 

Mr. WicGLeswortrH. You mean that generally speaking, no part 
of the funds made available with respect to the fiscal year 1953 for 
production purposes would be expended until fiscal 1954? 

Mr. Wiison. Not those parts that are for the production of hard 
goods with a long lead time, which is a large part of it. 

Mr. WiaG.ieswortH. How much of the $94 billion will be actually 
expended by July 1 next? 

Mr. Witson. It will average about $3 billion a month from now 
until July 1. 

Mr. WiaeLeswortH. That would be $18 billion on top of the 
$20 billion? 

Mr. SraurracHerR. Expenditures in the fiscal year 1951 were 
roughly $9 billion; anticipated expenditures for the fiscal year 1952, 
roughly $27 billion, so that you will have a carry-over at the end of 
the fiscal year 1952 into the fiscal year 1953 in the neighborhood of 
$55 or $56 billion. 
~ Mr. Wiison. Does that give you the figure you want? 

Mr. WicGLeswortu. | think so. 


REDUCTION OF MILITARY EXPENDITURES IN THE FUTURE 


Now, are you in a position, looking ahead, to say what the over-all 
expenditure picture is going to look like? In other words, do we 
come to a point some time when expenditures can be radically cut 
back, having obtained a position of readiness, if that is the right 
word, and if so, when? 

Mr. Witson. Well, taking the amount of the 1953 budget, which 
I understand we are going to adopt, and projecting production 
schedules out, I would say that by the end of 1954 we would have 
passed the peak. We would have at least obtained very substantial 
increments of might, and unless the state of the world with respect to 
our enemy changes considerably, we ought to be able to pull in our 
belts on expenses substantially from that time forward because we 
will be pretty well off. 
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cata I do not mean to say that, having obtained that degree of might, 
- there is not a tremendous job ahead, and there will be new develop- 
ided ’ ments in weapons to keep us as strong as possible. 
pF ' Mr. Wieeiteswortu. When you say the end of 1954 do you mean 
1t 1S the calendar year? 
_ Mr. Writson. The calendar year 1954. I would think that we 
§ 5S. _ would be in pretty fair shape by that time. 
gry ' Mr. Wieeieswortn. You do not participate in policy decisions, 
an _ I take it, as to what is to be constructed or not constructed, as far as 


the military is concerned? 

Mr. Witson. I do not; no, sir. 

Mr. WicGLeswortH. You do not participate in such matters as 
(a) - unit costs? 
Mr. Wiison. No. 


— STEPS BEING TAKEN TO INCREASE PRODUCTION 

tion : Mr. WiccLeswortu. I notice from your report you refer to the 
' various steps undertaken with a view to increasing expansion, namely, 

rd - accelerated tax amortization, purchase and resale of vital materials, 

for 


direct loans to business, loan guaranties, commitments to purchase at 
specified floor prices, Government financing, a part of the cost of 
ard _ exploration of minerals, and so forth. 


ern a 


@ 
4 Does all that come under your general supervision from the stand- 
ally point of its possible inflationary effect upon the economy of the whole? 
j Mr. Wixtson. That is right. 
how : Mr. WicGcLeswortH. And none of it can go into effect without 


your approval? 
the Mr. Witson. That is the theory and pretty generally the practice. 
It is covering a lot of territory. 


vere 

952, SHORTAGE OF MACHINE TOOLS 

d of 

d of Mr. Scrivner. I noticed, Mr. Wilson, that while there was some 
discussion about a year ago on the subject, you passed over it with 
just a light touch, and that is the problem of machine tools. Now, if 
what I am told by industry is true, that is probably the biggest prob- 
lem we have to fight and lick, and yet you do not seem to go into that 
very thoroughly. 

Mr. Wiitson. Do you mean this afternoon? 

ral] Mr. Scrivner. What is the situation on machine tools? Industry 

we _ tells me that that is the biggest problem they have to lick. 

cut Mr. Wixson. Well, I do not know. Some people may think it is. 

ight _ I think there are other problems that are just as serious, but that is a 

matter of individual opinion. 

ich . Mr. Scrivner. I am just reflecting the opinion of men who are 

hon making the things that the military needs. I am not a manufacturer. 

ave Mr. Witson. It is a serious condition; there is no question about it. 

tial ' When, within 1 year, you discover the necessity of providing $2% 

t to ‘ billion worth of machine tools, it is serious; there is no use minimiz- 

our > ingit. It isa problem. 

we 3 Then, when you further discover that many of your machine tools 


cannot be ordered, although the appropriations for the end items 
have been made by the Congress, and that now they have to wait 
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until they design some of the items before they can find out what 
kind of machine tools they want, and then design the machine tools 
to meet those requirements, it is serious. 

All that went on last year, 1951, to a very large degree. Then the 
orders were placed. Then when you discover, as you did discover 
by investigation, for example, that the aggregate demand for a cer- 
tain machine tool—let us call it a bullard 58, just as an example—is 
such that the manufacturer of that machine tool, who has magnificent 
facilities and all, out of those facilities cannot possibly produce more 
than 300 of those machine tools a year, and you find that your aggre- 
gate requirements to meet the production of last year are 1,500, 
five times the output of that manufacturer, then you have to go out 
and get somebody who has never made that machine tool, and pro- 
duce four times as many in approximately a year or a year and a 
quarter, as the manufacturer produces who has been making them 
all his business life. 

Well, that had to be done, and it is only by methods like that, by 
subcontracting to a degree that the machine tool industry did not 
even subcontract during World War II, that the output in 1951, in 
this period of design and redesign, was doubled as compared with 
1950. In 1951 it was doubled, and in 1952, as I said, it will be doubled 
again. 

As it is doubled again, and as it reaches $1.4 billion annual output, 
the proportion of our troubles with respect to demands for machine 
tools, delays in production because of deficiencies, will minimize, but 
not until then. 

Now, I would not want to leave you with the impression that 
because of the lead time in designing and getting these machine tools 
that in the case of many of the very important and short items of 

roduction we are letting anybody sit back and wait for machine tools. 
Mane. many substitute methods have been devised. Substitute 
machine tools, even at considerable cost, have been furnished. In- 
stead of their being multi-purpose tools, they have been single-purpose 
tools. At a higher cost they have knocked the stuff out, and they 
are still doing it. Otherwise you would not be getting a lot of the 
fantastic new weapons which we all talk so much about. They would 
not be coming out in even that quantity which is coming out, without 
such treatment. However, it will not be good until the machine tool 
production of the country gets higher than it is today. 

Mr. Scrivner. That is all, Mr. Chairman. 

Mr. Manon. Off the record. 

(Discussion off the record.) 


IMPLICATION OF A $50 BrLLION BupDGET AND AN $85 Bituion BupGet 


Mr. Manon. Mr. Wilson, will you make some appropriate com- 
ments for the committee regarding the feasibility of a $50 billion 
military budget and an $85 billion military budget? 

Will you also discuss somewhat the impact on the economy of a 
military budget in the range of $50 billion and a military budget in 
the range of $85 billion. 

Mr. Wiison. You have asked me to comment on (a) the feasibility 
and (b) the impact on the economy of a $50 billion military budget 
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and an $85 billion budget. These figures, which were used in Mr. 
Anshen’s discussion of material supply and requirements, refer to the 
range of proposed new obligational authority for fiscal 1953 to cover 
Department of Defense military functions and foreign military assist- 
ance. 

The $50-billion figure is a feasible program from the standpoint of 
ability to expand military production and still provide for only the neces- 
sary lead-time financing. Its impact on the economy would depend 
on the phasing of this military program during the period from now 
through fiscal 1954. To the extent that production and material re- 
quirements are concentrated in the early part of this period, the im- 
pact on the economy will be more severe. As pointed out in Mr. 
Anshen’s presentation, this would require a slowing down in our ex- 
pansion program for such items as steel, aluminum, chemicals, petro- 
leum, farm machinery, power, transportation and communications 
equipment. These programs are, of course, highly desirable in achiev- 
ing maximum output of military and civilian goods in the future. 

he $85-billion figure didn’t appear to be a feasible program unless 
we were to make an immediate and drastic change in our whole 
economy. This program allowed for. $46 billion in new funds for 
major procurement and production. Such a program would be feas- 
ible only if the rate of expenditure for these items could be stepped up 
sufficiently during the remainder of fiscal 1952 and in fiscal 1953 to 
absorb the funds already available. The carryover of unspent funds 
for major procurement and production into fiscal 1952, plus fiscal 1952 
appropriations, amounts to $63 billion. It is now estimated that only 
about $17 billion of this amount will be spent in fiscal 1952. Unless 
more than normal lead-time financing is to be provided, it would be 
necessary to spend at an average annual rate of $46 billion for major 
procurement and production in fiscal 1953 and fiscal 1954. This, to- 
gether with other military expenditures, would imply total military 
spending by the Department of Defense of more than $80 billion 
annually in fiscal 1953 and 1954. 

To achieve the production side of this program, we would have to 
push military production without regard to quality of product and 
the impact on the economy. We would have to scale down sharply 
our attempts to strengthen our economy for the long-range military 
program, thereby weaker ing our ability to wage all-out war if neces- 
sary at a later date. My judgment is that such action should not be 
taken unless the security situation is deemed by those responsible to 
make it absolutely imperative. 

Mr. Manon. If there are no further questions, I want to thank 
you, Mr. Wilson, on behalf of the committee, for your appearance 
here; and I want to say that it has been a very helpful presentation 
and it has been very well done. 

Mr. Anshen has certainly done an excellent job. I think all of us 
would agree that he has done an excellent job in presenting his subject. 

Thank you very much, gentlemen. 





Tvuespay, JANUARY 22, 1952. 


DEFENSE BUDGET FOR 1953 


WITNESSES 


HON. ROBERT A. LOVETT, SECRETARY OF DEFENSE 


W. J. McNEIL, ASSISTANT SECRETARY OF DEFENSE (COMP- 
TROLLER) 


LYLE H. GARLOCK, DEPUTY COMPTROLLER 


Mr. Manon. Gentlemen of the committee, we have previously had 
at this session of Congress some informal hearings on the progress of 
the military program and some hearings on some aspects of the budget. 
We have had General Bradley. We have conferred with the Secre- 
tary of the Navy, Mr. Kimball, and others, and we have heard the 
testimony of officials of the National Security Council and of the 
National Security Resources Board. We had firm figures on those 
two agencies. Mr. Charles E. Wilson, head of the Office of Defense 
Mobilization has also appeared before us and presented a full picture 
of the industrial and production situation. 

Now, Secretary Lovett, we are pleased to have you before the sub- 
committee today for the beginning of the formal consideration of 
what may well be the most important bill that will be before the 
Congress this year. It is going to carry something within the range 
of $40 billion to $50 billion, and by far it is the largest proposed expen- 
diture for the fiscal year 1953. I think it is a good omen that here 
in the committee room at this time is the vice chairman of the com- 
mittee, Mr. Sheppard, Mr. Sikes, Mr. Riley, Mr. Taber, Mr. Wiggles- 
worth, and Mr. Scrivner. In other words, all members of the regular 
committee are here and are ready to go to work on the very difficult 
proposal which you are going to present to us. 

Not only that, we have Mr. Cannon, who is an ex officio member of 
the committee, present. He works diligently with this committee, 
and he is chairman of the Committee on Appropriations. 

So the stage is set and we are ready to begin the hearings. 

It may be that we cannot finish our interrogation of you, Mr. 
Secretary, and since you are such an important witness, we hope that 
we may have as much time as we require. 

Now, you may proceed. I want to say that we are pleased to have 
you here. I know that you have a statement we will want to hear. 


STATEMENT OF THE SECRETARY OF DEFENSE 


Secretary Loverr. Thank you very much, Mr. Chairman. My 
time, of course, is completely at your disposal. I have tried this time 
to follow some of the advice given by various members of the com- 
mittee and have endeavored in this prepared statement to give both 
background and detail in such form as to permit the committee to 
make use of it as they see fit; either in their report, by release, or in 
any way that would advance the purposes of the committee. If it is 
agreeable to the committee, I will read the statement. 

Mr. Manon. You may proceed. We will not release to the press 
or to the public at this time anything in vour statement. As you 
know, this is an executive session. 








EoSsaree ee 





Neo BISSEAU aba ee 


MERE IRIE GARDAI SO 









MP- 


had 
s of 
ret. 
cre- 
the 
the 
lose 
nse 
ure 


sub- 
. of 
the 
nge 
yen-= 
ere 
om- 
‘les- 
ular 
cult 


r of 
tee, 


Mr. 
hat 


ave 
r. 


My 
ime 
om- 
oth 
Pp to 
rin 
it is 


ress 


you 





si east 





re eee es 





ih Be ASS et ae eA ORT 


2 





85 


Secretary Loverr. I appreciate the opportunity of appearing before 
this committee in support of the President’s budget estimates of $52.1 
billion for the Department of Defense for fiscal year 1953. May I 
begin by summarizing the increases in military forces and production 
which have been achieved during the past 18 months with the $48.2 
billion appropriated in fiscal year 1951 and the $59.4 billion appro- 
priated to date for fiscal year 1952. 

At the end of June 1950, when hostilities began in Korea, the 
military personnel for the Department of Defense totaled 1,460,000. 
As of January 1, 1952, this force has been expanded so that we now 
have nearly 3% million men in service. 

The Army, in June 1950, was comprised of about 590,000 men organ- 
ized into 10 divisions and 11 regimental combat teams, most of which 
were below peacetime manning levels, and these were without 
supporting organizational units adequate for combat operations. 
During the following 18 months the Army had been expanded so that 
it comprised 1,570,000 men organized into 18 divisions and 18 regi- 
mental combat teams with collateral units to support them in combat 
operations. The units located overseas are at full strength and those 
in this country average about 80 percent. The Army has also in- 
creased the number of personnel in training and provided for a full 
pipeline of personnel to support combat operations in Korea, including 
the rotation system. 

Since January 1 an additional National Guard Division was called 
into active service, and it is planned to call another National Guard 
Division on February 15 for a total of 20 divisions. As a result of 
better utilization of military personnel, it is planned that this increase 
in organizational units will by June 30, 1952, be accomplished within 
the total number of military personnel previously planned for the 
18-division Army. 

The Navy in June 1950 was comprised of 380,000 men with 238 
combatant vessels manned at peacetime levels. During the past 
18 months the Navy has expanded to approximately 400 combatant 
vessels and 790,000 men with manning levels having been generally 
raised throughout the fleet; particularly important is the increase in 
air power as exemplified by the addition of 5 large carriers and the 
expansion of the large carrier groups from 9 to 14. Personnel in 
training has substantially increased during this period. 

The Marine Corps, in June 1950 comprised of 74,000 men organized 
in regimental combat teams and smaller units, during the 18-months 
period has expanded to a total of 219,000 men organized into two and 
one-third divisions, two and one-third wings of combat aircraft, plus 
a substantial expansion in their training activities. 

The Air Force in June 1950 was comprised of about 411,000 men 
and 48 wings. During the 18-month period the Air Force has been 
expanded to nearly 900,000 men and 90 wings in addition to substantial 
expansion having taken place in Air Force training activities and 
supporting units. 

While the expansion in military personnel and organized combat 
units has been very substantial during this period, the expansion of 
production and production capabilities is of greater proportion and 
has utilized the major portion of the total funds appropriated by the 
Congress. On June 30, 1950, the Department of Defense was expend- 
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ing about $300 million per month for hard goods such as aircraft, ships, 
tanks, guns, and ammunition—now, 18 months later, expenditures for 
this type of matériel have expanded more than fivefold. These 
expenditures included substantial amounts for the establishment of a 
mobilization base which would permit rapid .mobilization. should 
world conditions require it. 

Our civilian employment has increased from 753,000 on June 30, 
1950, to an estimated 1,280,000 on December 31, 1951. This increase 
is directly related to expansion necessary within the Department of 
Defense to increase our manufacturing, overhaul, and procurement 
activities. 

The great majority of these employees are engaged in work pertain- 
ing to the repair and rebuilding of equipment, ammunition, aircraft 
and engines, and ships in the operation of the supply systems; and 
in the procurement and production of major items of equipment, such 
as aircraft, ships, combat vehicles, ammunition and weapons. 


EXPENDITURES AND OBLIGATIONS 


To achieve this expansion of military forces and production, the 
Department of Defense expended, on its own account $19.2 billion in 
fiscal year 1951; during the first 6 months of fiscal year 1952, the 
Department has expended $17.4 billion. It is anticipated that by 
next June expenditures during fiscal year 1952 for the ahead egal of 
Defense will be approximately $40 billion. These figures are exclusive 
of expenditures for the military portion of the foreign aid funds. 

As of January 1, 1952, $70 billion has been obligated of the $108 
billion appropriated for fiscal year 1951 and fiscal year 1952. Part of 
the unobligated $38 billion represents funds for aircraft, ships, and 
other major items of procurement for which contracts will be let and 
funds obligated during the second half of the year. Another part of 
the unobligated balance also represents current operating expenses 
that are normally obligated month by month; for example, military 
and civilian pay, contracts for services at posts, camps, and stations, 
and similar items. Except for accounts necessarily reserved for sub- 
sequent engineering changes, substantially all fiscal year 1952 and 
prior year money will be obligated by the end of this fiscal year. 

During the past year the Department has, I believe, made notable 
strides in improving the management of the procurement program. 
Among the more important of the improvements that have been 
made is the technique we have developed for the analysis of require- 
ments and the scheduling of procurement. This procedure was 
initially started approximately a year ago, about the time I appeared 
before this committee and first advised you of our plans to provide a 
substantially increased mobilization base. The first attempts at this 
analysis peed scheduling were not altogether realistic because we lacked 
information on industry capabilities and raw material availability. 
However, during the year we have continued to review and revise 
production schedules and, in cooperation with the Office of Defense 
Mobilization, to determine more accurately the raw materials and 
tools required to carry out our programs. On the basis of this 
experience, it is believed that the Department is now in a position 
to more realistically schedule production. 
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As I indicated to the Congress in September, the preparation of the 
fiscal year 1953 budget could not proceed until decisions were made 
as to the force levels we planned to maintain. The Joint Chiefs of 
Staff made recommendations on forces early in October. In order to 
provide the Office of Defense Mobilization and its associated agencies 
with a basis for evaluating the material requirements, the Department 
of Defense provided estimates based generally on the continuation 
of the forces previously approved. Preparation of the budget was 
immediately started, both on a “‘requirements”’ basis and on a planning 
or “‘bench mark”’ basis. 


BACKGROUND FOR PREPARATION OF MILITARY BUDGET 


As background for the military budget for fiscal year 1953, it may 
serve a useful purpose to outline the basic considerations which were 
taken into account in the preparation of the three military depart- 
ments’ requirements for this period. 

First of all, the three military departments recognize and fully 
accept the fact that the essential foundation of our entire military 
structure is a sound, vital, and progressive economy. We cannot have 
security against an external enemy over any extended period of time 
if our national economy is not in itself healthy. 

On the other hand, we have taken note of the fact that the elasticity 
of our economy and its powers of recovery are so great as to permit the 
acceptance of unusually heavy burdens during the period of capital 
investment, provided always the period of strain is restricted in time 
and that relief from the unusual burdens is promptly and intelligently 
given. 

Secondly, we have tried to bear in mind that in preparation against 
the dangers of a hot war, we must not be trapped by our own efforts 
into losing the cold one. By this, I mean we must try to do first 
things first and not everything all at once. Our strength defensively 
and offensively lies very largely in the enormous productive capacity 
and the imaginative engineering of this country. If a military pro- 
gram is ieveaned which cuts too deeply into the civilian economy by 
the removal of excessive amounts of scarce raw materials, large 
numbers of productive enterprises will be forced to cut back and per- 
haps shut down altogether as a result of the inability to obtain the 
essential critical materials needed to keep going. All of our principal 
industries whether large or small have some break-even point in their 
operations below which it is impossible for them to continue in busi- 
ness. If it is humanly possible, therefore, we should earnestly seek to 
avoid causing these companies to drop below the break-even point 
which would cause unemployment and the loss of tax revenue. This 
feeling takes realistic note of the fact that a program of adequate 
preparedness cannot continue over any long period of time if the 
economic burden on the people as a whole is too heavy. 

In the third place, and in the light of the factors mentioned above, 
the Military Departments have endeavored during the past year in 
particular to reschedule certain items of equipment in such a fashion 
as to avoid excessive peaks which might thereafter result in abrupt 
and permanent shut-downs. These would be harmful not only to 
the economy as a whole, but would remove from the Military De- 
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partments the great strength which moving and living lines of pro- 
duction would give us. We have, in other words, tried to reconcile 
the urgency of our needs with a rate of production which would take 
care of our requirements for initial equipment and yet avoid the 
building up of tremendous reserves of completed end items which 
might rapidly become obsolescent. We have groped for and, in 
some instances, I think, found what we promised this committee 
last year—that is a throttle set somewhere between wide open, which 
is war, and tight shut, which has been our previous habit in peace. 

In the fourth place, we have tried to stretch out the procurement of 
certain types of items in those fields in which unusual technological 
advances give promise of substantially improved weapons within the 
next 2 or 3 years. Here again we have tried to get what we need 
basically for our military security in such a fashion that new and 
supplementary weapons, as developed, may be rapidly supplied with- 
out causing us to write off large accumulated stocks of obsolete 
weapons. 

Against the background of events throughout the world which give 
little evidence of any relaxation of the utlimate ambitions of the 
Kremlin toward world domination we have tried to exercise both 
self-restraint and selectivity in our estimates of the end forces re- 
quired to give us the minimum defense forces needed to serve as a 
protection to this country and to enable us to meet our commitments 
Overseas; to serve as a deterrent against aggression and to permit a 
rapid mobilization to wartime strength, if that unhappy necessity 
were forced upon us. 


PROCEDURE USED IN FORMULATING BUDGET 


The procedure in the formulation of the military requirements 
budgets was essentially the same as that followed in the supplementals 
of fiscal year 1951 and the basic budget for fiscal year 1952. That is 
to say, the three armed services estimated their military and end- 
item requirements based on the forces recommended by the Joint 
Chiefs of Staff and approved by the National Security Council, 
related to a readiness date by which each service was to be combat- 
worthy. 

PROBLEMS IN DETERMINING 1953 BUDGET 


One notable and uncomfortable difference between fiscal year 1953 
and fiscal year 1952 and 1951 circumstances should be mentioned. 
Whereas in the previous 2 years the impact of the recently started re- 
armament program had not noticeably affected industry as a whole, 
it was apparent, in the case of the fiscal year 1953 military budget, 
that the test of feasibility of the program in the light of the shortages 
of certain essential basic raw materials become of cardinal importance. 
The theory and, in fact, the practice in thelast year and a half has been 
that the military services would estimate as carefully as possible their 
military requirements. Thereafter, other agencies of Government, 
prior to submission to the Congress, would estimate the effect of the 
procurement of these military requirements both as to feasibility in a 
production sense and as to the impact on the national economy as 
a whole. 
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As I said earlier, in the previous year the program did not have to 
be reduced because of shortages of basic raw materials or because the 
forecast rate of expenditures would cause excessive financial or 
economic strains. 

In fiscal year 1953 requests, however, we come up against the hard 
realities that the requests from the military would, in some instances, 
be unrealistic because of the lack of materials within the compressed 
period of time. In other cases the requests of the Military Depart- 
ments would result in total military expenditures which would be 
excessive in the judgment of other competent agencies of the Govern- 
ment and which, in their opinion, would jeopardize the economy or 
financial stability of the country to a degree which was unacceptable 
and unwise. 

ORIGINAL BUDGET FIGURES 


The initial budget requests submitted to my office by the three 
armed services, based on military requirements and early readiness 
dates, totaled approximately $71 billion, exclusive of the requirements 
of the military portion of the foreign-aid program. As a result of the 
review conducted by the Office of the Secretary of Defense with the 
three military departments, and as a consequence of the screening 
process at that stage of budgetary development, the original estimates 
in their rough form were reduced to a finished budget of approxi- 
mately $55 billion. The Department of Defense recommended the 
latter figure to the Bureau of the Budget and to the President as a 
reasonable fund requirement. To reach an acceptable state of 
readiness by July 1, 1953, in the case of the Army and Marine Corps 
and later for the Navy and Air Force would have involved, according 
to the original estimates of the three military departments, expendi- 
tures in fiscal year 1953 totaling approximately $73 billion, exclusive 
of expenditures for military assistance to other countries. 

Subsequent to our budget submission to the Bureau of the Budget 
and the President, certain further adjustments were made both in 
terms of new obligational authority and in terms of expenditures. 
As a result of these adjustments, primarily a stretch-out of the period 
in which readiness is to be developed, the funds being requested in the 
budget submission before you call for $52 billion in fiscal year 1953, 
rather than the $55 billion figure in our initial submission to the 
Bureau of the Budget and the President. 


SIZE OF MILITARY IN FISCAL YEAR 1953 


The funds being requested herein for fiscal year 1953 will, however, 
permit the Army to expand toward a goal of 21 full-strength divisions; 
the Navy toward a goal of 408 combat vessels with 16 carrier air 
groups; the Marines toward a goal of 3 full divisions and 3 air wings; 
and the Air Force to build toward a goal of 143 wings. All three 
services will have the appropriate support-type units. 

The decision to build toward these goals rather than attempt to 
reach them in fiscal year 1953 or 1954 was made after careful considera- 
tion of the economic, material, fiscal, and military implications in- 
volved. The reduction from our initial request to the Bureau of the 
Budget was in line with these considerations and with an expenditure 
limitation as directed by the President. 
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The result was an approval of the military forces recommended by 
the Joint Chiefs of Staff and a determination by the President that 
expenditures for fiscal year 1953 for the Department of Defense and 
military end items financed under the Mutual Security Program should 
be less than $60 billion. During the consideration of the problem we 
stated as fully as possible the implications which this calculated risk 
entails since it involves a stretch-out in production and thereby an 
extension of the dates upon which the services will be equipped with 
modern and combat-worthy arms and capable of sustaining themselves 
in battle. I believe you have already heard from Mr. Wilson, Director 
of the Office of Defense Mobilization, on the problem of scarce mate- 
rials. Economic and fiscal considerations have been presented to the 
Congress in the Economic Report of the President and the budget 
message. 

I would like to emphasize that the problem confronting this com- 
mittee, the Congress, and the Department of Defense of accomplishing 
a program within the framework of the partial mobilization concept 
and which would permit the maintenance of a strong civilian economy. 
It has never before been attempted in this country. We have always 
operated military production on the feast-or-famine basis of large pro- 
duction during actual war and little or no military production at other 
times. The building of a military organization capable of deterring 
aggression without destroying our economy is an extremely compli- 
cated problem. 

With respect to the military situation, I believe it is fair to indicate 
that this build-up does not attain the number of units with modern 
equipment or the amount of mobilization reserves as early as the 
military chiefs, from a purely military point of view, would consider 
desirable. However, the executive and legislative branches of the 
Government must of necessity give consideration to all the factors 
and to arrive at the balance which appears best for the long-term 
security of this Nation. The budget before you represents such a 
judgment by the executive branch of the Government. 

During the course of the hearings before this committee, you will 
no doubt be frequently advised as to a “cut-back” in individual 

rograms. It is only fair to indicate that the individual programs 

eing presented to you by the Military Departments, in most cases, 
call for substantially less new obligational authority and for some- 
what less production during fiscal year 1953 than the levels talked 
about during the fall of 1951. However, I would like to remind the 
committee that if the Department of Defense is to achieve the pro- 
duction goals set forth in this budget in conjunction with those for 
military assistance programs, it will be necessary to double the out- 
st of hard goods and construction between December 31, 1951, and 

ecember 31, 1952. The achievement of such an increase will require 
vigorous efforts on the part of the. Department of Defense, American 
industry, and the civilian defense agencies, such as the Office of De- 
fense Mobilization. We believe that it is within our capacity to 
achieve this doubling of output of the critical long-lead-time items of 
military production in the next 12 months, but because of past con- 
versations concerning higher rates, many people may consider it 
comparatively easy to achieve the rates now being proposed. On 
the basis of my experience, I can assure you that no production sched- 
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ule is ever achieved unless initiative, effort, and follow-up are applied 
at the critical points. 

During the past year as might be expected in the initiation of a 
program of the magnitude undertaken by the Department of Defense, 
numerous individual difficulties have arisen in securing the production 
the Department desires. In such a ‘tooling up” period there is, of 
course, a shortage of machine tools. More and more these difficulties 
are being reduced to shortages of individual types of tools or facilities 
which make them easier to deal with. In cooperation with the Direc- 
tor of Defense Mobilization we have been working with manufacturers 
to find ways and means by which production could be expedited 
pending the delivery of new tools and by the er of existing 
tools even if somewhat less efficient. 

To assure that the goals set forth in this budget are achieved, I have 
directed the Chairman of the Munitions Board and Mr. Clay Bedford, 
an outstanding production expert who has recently joined my staff, to 
work with the three military departments to break any existing 
bottlenecks in military contracting or production techniques that 
might retard us in reaching our goals. I believe that with this con- 
centrated effort the desired production will be achieved. Measured 
in dollars, this means expenditures of over $85 billion during the next 
18 months by the Department of Defense, two-thirds of which will 
be for hard goods and construction. The quarterly expenditure rate 
on June 30, 1953, will be approximately $16 billion. I should add that 
these figures include expenditures for the military portion of the foreign- 
aid program. 

MAJOR PROCUREMENT 


As in the two previous years, approximately one-half of the funds 
being requested would be obligated for capital investment type of 
items, such as airplanes, tanks, etc. The authority being requested 
herein for such types of items when used with the funds provided in 
fiscal year 1952 and fiscal year 1951 will permit the projection of firm 
production schedules, except for aircraft and ships, generally to June 
30, 1954. In the case of aircraft for naval aviation, the schedules 
would be projected on this basis through December 1954 and in the 
case of aircraft for the Air Force, into calendar year 1955. In the case 
of ships, the time will vary depending on the size of the vessel being 
constructed. This further forward financing for major procurement 
is the result of our experience during the last 10 months which indi- 
cates the advisability of lengthening the period of forward contract 
commitments—for example, 6 months were added to the financed 
lead-time for aircraft for the Air Force. Details will be presented by 
the military departments but in general it reflects the increasing 
complexity of managing the flow of material and production. 

It is our opinion that these additional amounts are extremely im- 
portant if industry is to have a reasonable opportunity to comply 
with the decision to produce needed military equipment and simul- 
taneously to carry on a reasonable level of production for the civilian 
economy, because with the additional funds being requested we will 
be able to make firm contracts for military production involving de- 
livery of goods during the next 2 or 3 years. This will permit the 
Office of Belenes Mobilization to make reasonably firm long-range 
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determinations as to material that will remain available for ervilian 
production and allow manufacturers to so adjust their total production 
as to meet the schedules for military equipment and at the same time 
secure maximum civilian production within the linits of material 
availability. With a lesser amount of money we would be limiting 
our effects to a program level that would increase, beyond the realms 
of prudence, the calculated risks already taken. It would force us to 
less efficient operations and would not permit the continued accelerated 
production during the next 2 vears of the major military items we need. 

In bringing the budget to the level requested by the President and 
in stretching out the period of force and matériel build-up, we believe 
that all of the calculated risks, considered prudent, have been accepted. 
With the objectives outlined above in mind, the Department of De- 
fense strongly recommends that obligational authority in the amount 
of $52 billion, as submitted in the President’s budget, be appropriated 
for fiscal year 1953. 

Mr. Manon. Thank you, Mr. Secretary. It is not always possible 
for the chairman of our full committee to be present, and I do not 
know what his schedule is for the rest of the day, so, Mr. Cannon, I 
want to yield to you for any questions that you might like to ask. 

Mr. Cannon. All I will say, Mr. Chairman, is that I am very agree- 
ably surprised at this presentation. Unexpectedly, it is one of the 
best of its kind I have ever heard, and I have heard many. It is 
comprehensive. It is well balanced. 

Now, we have had the idea that these military people did not know 
anything about the value of dollars; did not know anything about 
business, and did not care how much anything cost. But in this pres- 
entation here that side of it is strongly emphasized—that the economic 
side is as important as the military side. 

I congratulate the Secretary and say that, much to my surprise, it 
is a very fine presentation. 

Secretary Loverr. Thank you, sir. 

Mr. Manon. Thank you, Mr. Cannon. 

You will be the most important witness, Mr. Secretary, in view of 
your position, that will appear before the subcommittee. I would 
like for us to proceed in the routine way. I think that all members 
should have an unhurried opportunity to interrogate you. 

Now, there is a lot of unrest in the country over the vast spending 
programs of the Government. Those spending programs have their 
political repercussions. I do not mean as between political parties, 
but they have their effect upon the Government as such. They have 
their effect on all political parties. 

Apparently, a couple of governments in Western Europe have fallen 
because of the emphasis they placed, which was not predominant, on 
military spending. 

There is a certain point beyond which the American people will not 
go on military spending short of an all-out general war. 

Now, I think one of the most significant things you said was in 
effect we are confronted with the proposition of maintaining a pro- 
gram capable of deterring aggression and at the same time a program 
that will not destroy our economy. In other words, our objective 
seems to me to be relatively simple, but carrying it out is where the 
complications arise. 
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I assume that no man around this table, and nobody in the Pentagon, 
knows if we are to have a general war, and if so, when it will come, 
so we have that situation to confront us. 


PARTIAL MOBILIZATION BUDGET 


Is it your view this is an all-out mobilization, or a partial mobiliza- 
tion budget? 

Secretary Loverr. This, Mr. Chairman, is very definitely a partial 
mobilization budget. 

Mr. Manon. This does not prepare us instantly to spring full 
strength into a general war? 

Secretary Loverr. No, sir, it does not. 

Mr. Manon. Well then, it. must be predicated upon the basis we 
do not confidently expect a general war within the next fiscal year. 

Secretary Loverr. Mr. Chairman, it is predicated upon the basic 
assumption, which in fact is an accurate assumption, that no matter 
how much money is given us right now, we would not materially 
increase the output, of the end items we need most, in this fiscal year. 
That is the cold fact, sir. 

Mr. Manon. But | think you will agree if you knew we would be 
in an all-out war during the next 12 or 24 months, you would be asking 
for more money to expand the base of our military effort. 

Secretary Loverr. That is correct, sir. If we confidently expected 
war to break out on some given nearby date, we would cut into the 
civilian economy regardless of the consequences, because our safety 
and freedom might be at stake. 

Mr. Manon. Yes, but you cannot cut too drastically into a civilian 
economy short of an all-out war and maintain it indefinitely as a 
democracy, | would assume. 

Secretary Loverr. Not without losing the very thing we hope to 
defend; that is, the continuity of our own economic system. 


UNEXPENDED BALANCES FROM PRIOR YEARS 


Mr. Manon. Here is one thing that worries members of Congress 
and the general public. They do not understand it as well as you, 
but I would like to have your comment on it. June 30, 1950—and 
that was shortly after Korea—was the end of the fiscal year. The 
Defense Establishment had on hand at the end of that fiscal year 
about $9 billion, which was unexpended. Most of it was obligated 
and most of it was for aircraft It was required because of the long 
lead time. 

On June 30, 1951, you had on hand at the end of the fiscal year 
about $38 billion. I am using round figures. 

On June 30 of this calendar you you will have on hand in the De- 
partment of Defense unexpended about $57 billion or $58 billion, and 
at the end of the fiscal year about which you have been talking, the 
fiscal year 1953, you will probably have on hand funds unexpended 
something in excess of $57 billion. I am again using round figures. 

The people at home are saying, and some people of the press are 
saying, ‘‘Why, in heaven’s name, does the Congress provide the De- 
partment of Defense with money which they cannot spend; money 
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which they do not spend.”’ They are saying if they already have it 
on hand, as they do at this time—about $30 billion or $40 billion 
unexpended—why do you want to give them more? 

Now, in down-to-earth language, will you give your view of that 
situation? 

Secretary Loverr. Yes, I think that I can clear the point. I 
am confident that the committee knows it, but as you say, it is a 
difficult point for the public to grasp. 


LONG LEAD TIME ITEMS 


The answer very simply is—long lead time items. It now takes us 
from 18 to 24 months to get fighter aircraft and about 30 months for 
very heavy bombers after the contracts are placed. The reason 
which underlies that is, of course, partly the partial mobilization, but 
in my opinion a more controlling reason is the enormous complication 
of the weapons we now have. 

The modern aircraft at the present speeds travels so fast in the 
closing rate that the human eye and the human power of coordination 
have to be supplanted by electronics. 

The bombers, particularly the jets, fly so high and so fast and must 
operate in such difficult conditions that we have to substitute radar 
navigation and radar bombing for the type of thing that we had in 
World War II. 

To give you a specific example: The Norden bombsight in World 
War II cost in moderate procurement numbers initially about $8,000. 
In mass production, and under simplification, it got down to around 
$5,000. At the present time one calculating component of a present 
bombing system costs approximately $53,000, and the whole unit 
costs $250,000. That is a measure both of complexity and of cost, 
and consequently we pay today for a completed B-47 about $3,200,000. 
The B-17, which was produced by the same company and which was 
our standard in World War II, cost this Government about $555,000, 
so you have a 6-plus multiplier in costs. 

Now, in performance and the complications that lie in performance, 
the B-47 flies 2% times as high; 2% times as fast, and has in it about 
48,000 horsepower thrust equivalent. The B-17 was a four-engine 
bomber, each engine production about 1,250 horsepower. So you 
can see that there is a 10 times, approximately, multiplication in 
horsepower and 2% times in speed, 2% times in altitude, and 2% times 
in range, and several times in bomb capacity. Yet the B—47 has a crew 
of 3, whereas the B—17 had a crew of 10. 

So, fundamentally, Mr. Chairman, the expenditures used as a meas- 
ure of production take into account the fact that there is a longer 
period of work in progress before you get the end items. 

I do not want to belabor this point, but I think it is a very important 
one: Let me see if I can point it up in another way. There are three 
measures of production. 

(Discussion off the record.) 

The three methods of measuring production are, first of all, the end 
item produced; that is, the numbers of end items “produced.” Sec- 
ondly, from the point of view of the military there is what is called 
acceptances. In other words, you can have a plant producing a 
hundred items, but the military accepts only 50 of them because 50 
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others do not at that moment meet the standards, athough later 
modifications or the correction of deficiencies may make the items 
acceptable. That is the case precisely in tanks, which | will go into 
later, if the committee wishes. 

But just to take the items produced, or the items accepted as a 
measure of production overlooks the real basis for production in this 
country, which is that we work on a tool-up basis. It takes from 
16 to 18 months to tool up. In the process raw materials and parts 
go into a machine months before the fabricating of the end item 
actually begins. That is the situation with respect to our Sabre 
fighters today. We started out with the Sabre fighter taking 17% 
months on a reorder lead time. Now it is up to 22 months. The reason 
is the difficulty of obtaining all the bits and pieces and raw materials 
that go into that aircraft. It takes less than 6 months to assemble 
the plane once those are accumulated. 

Mr. Manon. For the record you may expand your answer, if you 
desire. 

Now, the reason why you have these large carry-overs of money 
at the end of each- fiscal year is this long lead time; and the reason 
why you cannot wait until the item is delivered to provide the money 
is that you must make firm contracts with industry, else you will 
not secure the end items? 

Secretary Lovert. Yes, and also the Office of Defense Mobilization 
must allocate materials many months ahead to the military and 
the civilians; otherwise the civilian economy will not know how much 
to count on. 


Question oF Correct Size oF 1953 BupGer 


Mr. Manon. Now, there are going to be two kinds of people in 
the House of Representatives when we take this bill to the floor. 
Some of them are going to say that we are just playing along with 
this matter of national defense and that the services were more correct 
when their first estimate indicated $71 billion than they are now at 
$52 billion; therefore, this budget does not prepare us adequately 
to meet the critical conditions in the world today. Some others are 
going to say, ‘‘Who is afraid of the big bad wolf? It looks like the 
scare is over. It looks like we are going to have some degree of 
stability; therefore, let us cut this military budget down rather 
drastically.”’ 

What is your reaction to that dilemma which will face the com- 
mittee? 

Secretary Loverr. Admittedly it is a dilemma, Mr. Chairman. 
What all of us have to do is to find out some way of balancing the 
chance of war against the cost of maintaining an adequate military 
strength over a period of time. If we knew that war was to break 
out at a given date in the future, we could then gear ourselves to that 
date. We do not know. This tension may exist for a long time. I 
know of no way of measuring that with any degree of accuracy. 

What has been attempted—and the services are well aware of the 
necessity for doing so—is to see how much raw materials may be 
available. In certain instances the initial statements of military 
requirements were in excess of the total world supply. That, on 
the face of it, carries its answer. 
93946—52—pt. 1——7 
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In others, it took so much at this time, before the new plants came 
into production, as to stifle the civilian economy. 

A good example of that is aluminum. The shortages today are 
Be copper, and aluminum, and in that order, in my opinion. 

Now, we are taking something over 40 percent of the aluminum 
supply; yet within a year when the new aluminum facilities and the 
pot lines come into operation we will drop down, I think, to about 
one quarter of the supply. That is an enormous advance from the 
national security point of view. 

Copper is more difficult, and we have to get more nickel. The 
notable fact is that in the past 12 months, the past calendar year, 
we have gotten 8 million more tons of ingot steel, about 70,000 tons 
more of aluminum and we have increased the electrical output so 
necessary in certain of the important difficult weapons, and there has 
been a notable increase of the production base. It is that base in 
which our security lies in the event of an all-out war; not just the 
number of items we have on hand with no plants running. 

Mr. Manon. Well, members of the committee when they go to the 
floor during this session are going to be confronted with this thing: 
Congressman X is going to say, ‘‘l was out with some military people 
a few days ago and Colonel or General or Admiral So-and-So told me 
that you could cut this military budget one-third and get a better 
defense program.”’ And then other Members are going to come to 
members of this subcommittee and say, “I was takling the other day 
with Colonel or Admiral or General So-and-So and he told me that 
we are just providing for a shoestring Air Force and too small a 
military force. In the event that we get into a bigger war, we will be 
hopelessly behind in United States Air Force aircraft and naval air- 
craft, and the tank program is all bogged down and we are not putting 
the proper emphasis and enough money on this program.’’ That is 
what we run up against. 

Secretary Loverr. I am aware of that, Mr. Chairman, only because 
I face the same divergence of opinion within the military departments 
themselves. What we present to you is the consensus of that attempt 
to find a rule of reason to deal with this very difficult problem. 

The military will always present requirements for a vast amount 
of stocked goods. 

Mr. Manon. I know that many officers in the Armed Forces think 
that this budget is wholly inadequate. 

Now, it gives us concern. We do not know whose judgment to 
follow. You say that this is the consolidated and combined wisdom 
of the Government, so to speak, taking into consideration the Office 
of Mobilization, the economic experts, and the military people. You 
say that this is the best package that you know of to hand us. Is 
that the answer? 

Secretary Loverr. | tried to say, Mr. Chairman, in the initial 
statement that this does not represent the total requirements stated 
by the military departments within the period of time that the Joint 
Chiefs of Staff and the military departments would like to have them. 
At the same time, their wish to have this material within the period 
of time was, for reasons of general national economy, impossible to 
obtain, or if obtained, would have put such a heavy load on the 
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economy there was a choice of either committing suicide because you 
were afraid of death, or dying from natural causes. 

It does not give us, within the time that the military leaders feel 
desirable, the strengths which they feel necessary. 

On the other hand, it is the best method of resolving that problem 
and taking a calculated risk that we have been able to find, and it 
represents the consensus of the military, the Office of Defense Mobili- 
zation, the National Security Council, the Bureau of the Budget, and 
the President in searching for a solution to an insoluble problem. 

Mr. Manon. In your judgment, do the Joint Chiefs of Staff, the 
Chairman ofthe Joint Chiefs of Staff, fully support this program which 
you have presented to us today? 

Secretary Loverr. I think you will find general acceptance of the 
necessity for some such program as this if we are to continue on a 
partial mobilization basis. I have heard no suggestion from any of 
the individual Chiefs of Staff, or the Joint Chiefs of Staff, that we go 
into a full mobilization. This represents a calculated risk, and I 
think it is a risk which the military services accept as part of the 
Government as a whole. 

Mr. Manon. Generally speaking, the Joint Chiefs and the military 
people would not be disposed to want reductions in programs? If 
there is any difference of opinion, it is that this is on the low side rather 
than on the high side? Would you comment on that? 

Secretary Loverr. Y es, it is on the low side. I share that opinion 
as to certain of the major categories of items. 


NEED FOR BETTER MANAGEMENT IN THE DEFENSE DEPARTMENT 


Mr. Manon. You spoke of better management. 

I do not know of anyone who is more capable of being a good 
manager in an almost impossible job than you. I do not mean any 
criticism of you, but what I think, and what I have said on the floor, 
and what I think this committee thinks, is that we need in the Military 
Establishment, from top to bottom, better management. What is 
your reaction to that? 

Secretary Loverr. I quite agree with you, sir. 

Mr. Manon. Are we getting better management? 

Secretary Loverr. In my opinion, we have made some notable 
advances in the last year. For example, the method of establishing 
requirements. 

Mr. Manon. I am most anxious that you give a well-considered 
answer to this business. Itemize it. 

Secretary Loverr. Numerous p ojects are be ng carried on in the 
military departments and the Of] ce of the Secretary of Defense to 
improve management practices. Each of the military departments 
will be able to give you examples of such cases. At the O.fice of the 
Secretary of Defense level, our main contribution is to outline the 
general area in which we desire to hive management efforis directed. 
An example of such direction is contained in tuis memorandum issued 
on May 31, 1951, which I will submit for the record. 

(The memorandum is as follows:) 
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Tue Secretary oF DEFENSE, 
Washington, May 31, 1951. 

Memorandum for the Secretary of the Army. 

Secretary of the Navy. 

Secretary of the Air Force. 

Assistant Secretary of Defense (Comptroller). 

Assistant Secretary of Defense (Manpower and Personnel). 

Chairman, Munitions Board. 


The purpose of this memorandum is to cover the action required to insure that 
the objectives of the President’s statement of April 27, 1951, a copy of which is 
enclosed, are attained. After consultation with you, it has been determined that 
the actions herein outlined will serve to achieve the desired result and, by letter 
today, the President is being so advised. 

Under existing conditions, the military departments have accepted as controlling 
military procurement, the principle that once the approved active forces are 
raised and modernized and current operating stocks are on hand, maximum feasi- 
ble reliance will be placed on continuing expansible production rather than on 
reserve stocks of end items. 

Accordingly, the basic objective of the military procurement program will be to 
supply to the services the material and equipment required for the timely accom- 
plishment of their respective missions. In doing so, procurement and delivery 
of all items must be scheduled in a carefully planned and balanced manner to 
meet the actual service needs. At all times the present and future productive 
eapacity of industry must be given full consideration and plans must, among 
other ages, provide for the maintenance of production lines, and wherever 
possible, when computing requirements, take into account the rapid expansibility 
of these lines. 

With the greatly increased program levels, it is now necessary that immediate 
steps be taken to improve existing procedures and systems in the areas treated in 
this memorandum. 

To that end, therefore, the addresses will immediately implement the provi- 
gions of the succeeding paragraphs. 


A. PRODUCTION SCHEDULING—-HARD GOODS 


The presently required submission of planned production schedules of hard 
goods to the Munitions Board for 50 percent of the total dollar value of military 
procurement of hard goods will be broadened to include 75 percent of the total 
dollar value of such procurement. These planned schedules, supported by justi- 
fications to the extent requested, will be submitted to the Munitions Board for 
approval. In the event that circumstances may cause continued variations or 
require major changes in approved schedules, revised schedules will be submitted 
for similar action. 

Approved schedules will be adhered to in all procurement operations, and in 
all funding operations in support thereof—allowance being made for reasonable 
month-to-month differences between planned production rates and actual delivery 
rates thereunder. It is understood that production schedules must be acted upon 
promptly after submission to prevent delay. The items for which schedules will 
be submitted will be stated in an item list by the Chairman of the Munitions 
Board under separate memorandum, together with detailed instructions as to 
forms, procedures, and time of submission. 

The criteria set forth below will be met by the military departments in the 
preparation of all such schedules. The staff of the Munitions Board will review 
such schedules for compliance with these criteria and will effect, with the military 
departments, any adjustments required, and differences which cannot be resolved 
under these procedures will be referred to the Munitions Board for resolution. 

In addition, these schedules mentioned above will concurrently be submitted 
to the Assistant Secretary of Defense (Comptroller) for review and approval from 
a budget and fiscal standpoint and he will effect, with the military departments, 
any adjustments required. This will include a review of programs and require- 
ments in relation to availability of funds and appropriations requested and to be 
requested of the Congress. 

The criteria are: 

(a) Schedules must be realistic. Among other things, they should take into 
account conditions as respects availability of facilities, materials, manpower, and 
other factors. 
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(b) An orderly procurement program is essential to minimize severe, unneces- 
sary jolts on the economy. In this connection, attention is invited to the fact 
that funds have been provided in budget estimates to care for deliveries of long 
lead-time items extending at least through December 31, 1952. Items should be 
scheduled accordingly, schedules should not be shortened and rates of production 
should not be increased except where specifically justified and approved. 

(c) Where items are related, the scheduling of the easier to get items should 
conform to that of the more difficult. 

(d) In preparing planned production schedules, the quantities scheduled may 
be projected as far ahead as desired but shall at least be projected to cover all hard 
goods procurement programs financed or to be financed from appropriations, 
replacing accounts, approved and proposed MDAP programs, and appropriation 
estimates as submitted by the President to the Congress. Hard goods procure- 
ment financed from revolving funds shall be scheduled at least through fiscal 
year 1953. 

(e) Each military department in determining requirements will do so in sufficient 
detail to identify requirements for initial equipment, combat and peacetime usage, 
pipelines and war reserves, and take into account inventory position and matériel 
on order. In the preparation of planned production schedules to meet such net 
requirements, each department will give consideration to the potential capacity 
of projected production lines. 

(f) In addition to carefully planning production schedules within major 
programs in accordance with criteria set forth herein, the several programs of the 
three services must be interrelated one to the other and modified where necessary 
if the composite produces a requirement for materials, Manpower, or other 
resources in excess of availability. The responsibility for such interrelation of 
the several programs and the authority for necessary modifications rests with the 
Munitions Board based upon the military guidance of the Joint Chiefs of Staff. 

Hard goods procurement, the schedules for which are not required to be sub- 
mitted to the Office of Secretary of Defense, will be controlled within the military 
departments in a manner substantially the same as set forth above. 


B. SOFT GOODS PROCUREMENT 


It is essential that certain criteria be established to insure orderly procurement 
of the so-called soft goods. Such criteria are prescribed in the following. para- 
graphs and will be applied immediately. 

(a) Soft goods will be planned (or scheduled) for procurement only at the rate 
required to meet established military requirements and in such a manner that, 
wherever practicable, production peaking will be avoided by the spacing of 
deliveries. 

(6b) For items of soft goods for which the total fiscal year 1952 military procure- 
ment objective, including MDAP needs, exceeds $2 million, for any one military 
department, no more than one-third of the procurement objective for the year 
shajJl be contracted for delivery during any single quarter. In those cases in 
which the seasonal character of procurement, combat needs, or similar considera- 
tions indicate the desirability of contract delivery beyond these limits, such 
deviations will be authorized by the Procurement Secretary of the appropriate 
military department. 

(c) Procurement of soft goods must be phased with deliveries of related items. 
Procedures will be developed for periodic review and revision within each military 
department of the procurement plans (or schedules) for soft goods items to insure 
that basic changes in schedules of hard goods end items are followed by corre- 
sponding changes in procurement plans for related soft goods items. 

The Assistant Secretary of Defense (Comptroller) and the comptrollers of the 
three military departments will make use of apportionment and reapportionment 

rocedures to effect conformity with the spirit of the limitations outlined above. 
Where production schedules have been prepared and approved, request for 
apportionment of funds in support thereof will normally follow. 

The Munitions Board, in addition to having responsibility for periodic review 
of progress on production schedules approved by them, will have responsibility 
for the periodic audit and review of planned production schedules approved within 
a military department for hard goods items, for planned procuremnet of soft 
goods, and of procurement practices at all procurement levels. The Munitions 
Board will be responsible for integrating this process with the interests and responsi- 
bilities of the production agencies and providing for their consultation and 
assistance. 
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Ip application of the foregoing criteria, procurement and fiscal personnel of each 
military department will take such action as may be required to disseminate the 
principles involved throughout their respective departments. Further, all pro- 
curement and fiscal personnel must be enjoined to bring to the attention of 
higher authority within each military department any instances in which they 
believe quantities or delivery schedules are of such character that they may or 
will have severe impact upon the industry involved.. 


C., RELATIVE URGENCIES 


The system established within the Department of Defense for determining 
relative urgencies between military programs must be continued and also must be 
kept under continual review by the Munitions Board to insure its effective opera- 
tion. Changes must be made immediately where necessary for improvement. 
The system must continue to provide for Joint Chiefs of Staff guidance on the 
basis of which Munitions Board implementation of an urgency program is effected. 


D. INVENTORY CONTROL 


The Munitions Board in conjunction with the Office of the Assistant Secretary 
of Defense (Comptroller) will provide for effective review of the methods and ade- 
quacy of the inventory-control systems and procedures maintained by each 
military Di partment. The objectives of this review will be to determine that: 

(a) Inve1 tories are properly considered in the computation of ‘‘net’’ require- 
ments and prior to buying. 

(b) A proper balance exists within each military Department between the supply 
of and demand for individual end items of matériel. 

(c) Inventory levels are sufficient to insure an ability to furnish supplies to 
the combat and service components of the respective Departments in sufficient 
quantity, where needed, and in time. 

(d) Supplies may be furnished on a cross-servicing basis as desirable or necessary 
by any Department to the combat and service components of the other De- 
partments. 

(e) Inventory-control information is available in sufficient detail to show the 
current stock position and the rates of current and anticipated depletion for the 
purpose of determining the criticality to the national defense of a threatened or 
existing labor dispute. 

(f) As a long-term objective the military Departments will develop and im- 
plement uniform policies and procedures for inventory control and inventory 
systems where unformity is feasible and necessary or required for conformance 
with the provisions of section 410 of the National Security Act Amendments of 
1949 (Public Law 216, 81st Cong.). 

The Munitions Roard and Assistant Secretary of Defense (Comptroller) will 
render regular reports as to the status of the foregoing program. 


E. MILITARY PETROLEUM PROGRAMS 


The Department of Defense policy is confirmed that procurement of petroleum 
products will be programed in direct relation to the requirements of the operating 
forces, including approved reserve stocks, GARIOA, MDAP, and other govern- 
mental program requirements handied by the military Departments. In order 
to provide proper implementation of this poliev, the Munitions Board, utilizing 
the Munitions Board Joint Petroleum Committee, will require regular reports 
from the Departments. Based upon this data, the Munitions Board will insure 
that the military petroleum-procurement programs are in consonance with the 
announced policy. 


F. CONTROL OF CERTAIN SPECIAL PROCUREMENT PROGRAMS 


The President's statement specifically mentioned necessity for control of certain 
major special procurement programs such as facilities, hand tools, lumber, petro- 
leum, wool and cotton goods. Among the commodities listed, hand tools, lumber 
and subsistence, and a major portion of wool and cotton goods are subject to 
single-service procurement, and petroleum is subjeet to joint procurement. Toa 
large extent, adequate controls of such programs are prescribed under the section 
above devoted to production scheduling. 

The Munitions Board and the Assistant Secretary of Defense (Comptroller) 
will, however, create committees to examine the programing and procurement 
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procedures for each of the commodities mentioned above. Based upon the findings 
of these committees, the Munitions Board and Assistant Secretary of Defense 
(Comptroller) will take the action necessary to insure that the controls are 
adequate. 


G. MACHINE-TOOL PROCUREMENT 


The three military Departments will make maximum utilization of their 
equipment reserve of machine-tools and production equipment to meet their 
current requirements and before initiating procurement of such items. 

It is recognized that the demand for machine tools will substantially exceed the 
supply. The responsibility for allocating machine tools to the military Depart- 
ments rests with the Munitions Board. In making allocations, the Munitions 
Board will give full consideration to the requirements of the military Departments 
for machine tools to meet their respective needs, and to instances where the 
unavailabiiity of machine tools will force a delay in one or several programs, based 
upon the miitary guidance of the Joint Chiefs of Staff. 

It is to be recognized that machine tools are being procured to meet the require- 
ments of current production and to establish tooled production lines with capacity 
in excess of current needs. The highest priority is to be given to the requirements 
of the military Departments for current production needs and the secondary 
priority to the machine tool requirements for the so-called excess capacity. 


H. GENERAL 


Control of ‘‘ Military public works (construction)’’ program will be covered in a 
separate memorandum. 

Estimates of total manpower requirements to support military production pro- 
grams will be provided the Assistant Secretary of Defense (Manpower and 
Personnel) by the Munitions Board on the basis of broad production programs. 

Each military Department will report on the progress of major production 
programs to the Chairman of the Munitions Board, and will advise him of any 
important deficiencies or bottlenecks in any procurement program furnishing at 
the time all pertinent information relating thereto so that necessary action may 
be taken to assist the military Departments either directly or through other 
defense agencies. Where manpower shortages or labor disputes are the cause of 
delays or interruption in production the military Department will provide a list 
of the particular plants involved, their location, with indication of the problem 
in each instance, and remedial steps already taken by the procurement agency or 
the Armed Forces regional council at the local level. The Chairman of the 
Munitions Board will provide such manpower information to the Assistant 
Secretary of Defense (Manpower and Personnel) for such action as may be 
appropriate. 

Rosertr A. Lovert, 
Ac.ing Secretary. 





STATEMENT BY THE PRESIDENT AT A MEETING ON THE DEFENSE PRODUCTION 
ProGcram, Aprit 27, 1951, To OrriciIALs OF THE DEPARTMENT OF DEFENSE, 
OrricE oF DEFENSE MOBILIZATION, DEFENSE PRODUCTION ADMINISTRATION, 
NATIONAL PrRopucTiON AUTHORITY, AND BUREAU OF THE BuDGET 


1. For the last several weeks:many of vou gentlemen have been involved in an 
intensive effort to develop the military budget for 1952. That budget represents 
one of the most significant programing jobs that this Administration is going to 
place before the Congress this year. It is the major reason for our asking the 
Congress and the country to go along with many emergency actions. 

I am most anxious that each one of you share the personal concern which I 
have about this military program and about the importance of carrying it through 
in an orderly and effec.ive way. I have stated many times that in this limited 
mobilization situation inflation is a major enemy. The way we administer this 
program can do a lot to help spread inflation or to help restrict it and to turn the 
inflationary spiral. It is because the administration of this military program is 
of such major importance in our stabilization effort and in our world-wide program 
that I have called you together. 

2. Passage of this budget will place tremendous procurement and spending 
authority in the hands of the Department of Defense and the three services. 
The schedules call for $34.7 billion in hard goods from 1952 appropriations in 
addition to $27 billion already available—a total of $61.7 billion for equipment 
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for our own forces. To this will have to be added the military construction, 
program, and the equipment needs of our allies. Again, I repeat that this is 
going to place a particularly heavy management job on the entire executive branch 
to see that we buy wisely—buy what we need—put what we buy to good use— 
and do the whole job in a way that does not weaken our basic economy. 

3. The fiscal controls which we normally use to keep many of our operations 
under scrutiny aren’t sufficiently precise to meet our needs during this period of 
intensive mobilization activity. We have all recognized that the accomplish- 
ment of this military program is going to have a major impact on the economy. 
Broad adjustments in the economy have to be made to handle it and that is the 
basic job of the Office of Defense Mobilization, the Defense Production Adminis- 
tration, and the rest of our emergency agencies. But these agencies cannot help 
by working on a dollar basis—they have to work with the specifics of materials, 
facilities, and end items. 

4. The services must establish effective supporting control systems to manage 
both the — and the production and procurement areas included in this 
dollar-budget program. Again, you all recognize this. But one of the main 
reasons for my asembling this group is to emphasize the importance of giving this 
matter immediate attention and starting, in a systematic way, a regular process 
of watching and knowing how well we are doing our procurement and production 
job, particularly on the critical military items, and what effect it is having in the 
economy generally. 

5. Specifically, before this money becomes available for expenditure we must 
have accomplished the following two actions: 

(a) Creation by the Department of Defense of a system to control the require- 
ments for and check on utilization of civilian and military personnel. I want the 
Budget Bureau to review this system and help in its establishment. We must 
prevent any hoarding of manpower in this program. 

(b) Detailed programing in the Department of Defense of the dollars for pro- 
curement and production based on procedures which insure the production of 
important long lead-time military items and hold down on the procurement of 
short term easy-to-get items in order to build up our production facilities on a 
balanced basis. 

6. Mr. Wilson is going to be responsible for seeing that this facilities expansion 
and production job is done—and that the Defense Production Administration and 
other mobilization agencies play an active and appropriate part in this process. 
In this respect, it is recognized that the Department of Defense has the primary 
responsibility to organize its programs and procedures. But in order that these 
large programs can be integrated into the economy in an orderly manner, and 
effective stabilization be accomplished, the mobilization agencies must partici- 
page actively in the programing and scheduling job. 

7. I’m going to be even more specific. I understand that there is agreement 
among the Office of Defense Mobilization, the Defense Production Administra- 
tion, the Defense Department, and the Bureau of the Budget that the following 
steps are feasible and should be accomplished before this money becomes avail- 
able for expenditure: 

(a) Establishment of specific, realistic production schedules covering items 
comprising at least 70 to 75 percent of the dollars for hard-goods items. 

If we are going to keep a healthy mobilization base and avoid severe, unneces- 
sary jolts on the economy, we must be sure that we don’t move ahead too far on 
the relatively easy items and that the timing of our procurement is related to 
real requirements. 

The dollars that have been provided for these hard-goods items are based on 
objectives which are going to be very difficult to reach. We don’t want to be 
blocking ourselves on production matters by bidding up prices or by needless 
competition among ourselves. We are going to be in this a long time. 
The military, in their own best interest, must manage this job better than they 
did in World War II and better than they are set up to do it now, because it is 
a long-range job, it isn’t a quick-up and quick-down affair. 

The Department of Defense has to have the machinery to establish for itself 
the priorities in its program. This means that the Joint’ Chiefs have to be ready 
to give their advice on what is most essential; and the Munitions Board and the 
mobilization agencies have to know where and what the program is at all times. 
It is a problem of getting our resources behind the most important items and 
programs. For example, if there are insufficient electronic items for all scheduled 
production, who gets what is available? 
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To try to do the military job and accomplish the necessary supporting produc- 
tion, the mobilization agencies are instituting the controlled matenals plan. We 
want to make this plan work. I know from World War II experience that a 
controlled materials plan cannot work unless firm production schedules have been 
established. This is an additional reason for doing this job now. 

(b, Establishment of definite policies under which imstructions can be given to 
the procurement officers, so that the whole range of soft goods and unscheduled 
items—for which there is more than five billion in this budget—can be bought 
in an orderly manner. 

I want to stop the business of buying huge amounts of 1tems common to the 
economy by some procurement officer down the line merely because he feels he has 
a directive to obtain everything he needs for 2 years in the next 2 months. 

Also, I want to be sure that we set up proper inventory-control systems so that 
inventories can be checked before we buy and so that we know what we have 
when we need to use it. Again, each one of you has a big stake in this matter of 
trying to demonstrate that the Government can carry out the kind cf program 
envisioned in this budget without taking numerous, unwise actions. 

(c) Establish a control of the major special procurement programs such as 
facilities, tools, lumber, petroleum, wool, and cotton goods, on as firm a basis as 
possible. 

I know that much good work has been done on these programs. They are 
particularly sensitive, however, and need constant attention and improvement. 

If, during the next 2 to 3 months, the Department of Defense and the mobiliza- 
tion agencies can work together to firm up the procurement and production 
program in the three areas I’ve outlined, we will have made the first step toward 
getting set to manage this dollar program well. 

All of us should recognize the differences between the present situation regarding 
procurement and production and that which prevailed during World War II. 
Now, we are not aiming at a full war economy; we are trying to maintain a high 
readiness status for a long period; we are trying to develop greater economic 
strength both here and abroad. We have to plan our present job to do all these 
things and still meet the military goals, which are high. 

I want again to stress the importance of doing this job well. It will require the 
close working cooperation of the Defense Department and the mobilization 
agencies. From a dollar standpoint, this is nearly three-fourths of our govern- 
mental effort. I am going to try to follow closely how we are set up to perform 
this major job. I’m going to ask Mr. Wilson, Mr. Lovett, and Mr. Lawton to 
give me a report 2 weeks from today as to the steps that have been put in motion 
to make the reviews I’ve listed, and to set up a system which will let us keep the 
procurement and production job under close control. 

Both the Defense Department and the mobilization agencies—Office of Defense 
Mobilization, Defense Production Administration, National Production Author- 
ity, ete.—could profit from these reviews in that together you are getting a better 
understanding of the job ahead of vou and steps that need to be taken to accom- 
plish it. I am sure that you in the Defense Production Administration and the 
National Production Authority will find that you have a big job ahead of you to 
make possible the realization of our military production goals. 

Another reason for undertaking this kind of review and scheduling operation 
on an urgent basis is that we will have to use such a system to prepare our 1953 
budgets and to review the progress of this program in October and November. In 
other words, you should establish a system now so that the production schedules 
are always available to be reviewed and to furnish the guide for financial require- 
ments. You should not look upon this as a onetime operation which will not have 
further utility. 


Mr. Manon. Actually now, what progress are we making? 

Secretary Loverr. We are making definite progress in having the 
requirements of the program come up in such form as to permit logical, 
realistic scheduling. 

Mr. Manon. When we speak of management and bad management, 
I think of the Detroit Arsenal. A number of months ago they bought 
a certain gadget which was something for a tractor; a guard for a 
tractor. They bought this from one concern for something in the 
range of $25 and in a few months they bought the same gadget—a 
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limited number in each case—from another concern in excess of $55 
That is admitted by the Ordnance Department of the Army. 

Now, it is those Linds of things, small in themselves at times, that 
shock us and make us wonder if we are not just pouring money down 
the rat hole in a wholesale manner. 

What can we do to see to it that in spending these vast billions for 
procurement we are getting a dollar of value for a dollar expended? 
That is what worries me as much as anything else in the program. 

Secretary Loverr. It is a great worry to me. 

The control of that sort of thing in an enterprise as vast and as 
scattered as the military service is is very difficult. In referring to 
the improved techniques during the last year, I was speaking of the 
over-all management which has to be vastly improved to have its 
functions seep down throughout the procurement agencies. The three 
military Departments are the procuring agencies. They are sup- 
posed to set up the standards, but we can require them to conform 
to certain business practices. 

About a year ago I had in a group to survey our contracting pro- 
cedures, which seemed to me to be excessively complicated. 

I have another group back now to make a spot check on the col- 
lective measures which we directed to be put into effect a year ago. 
Through the Munitions Board—and particularly in the development 
of the forms which must be submitted which require information— 
we can somewhat reduce the blunders in judgment as well as protect 
against carelessness which creeps in from time to time. 

We can never completely eliminate it, unfortunately, any more 
than you can in private business. 

(Discussion off the record.) 

Mr. Manon. Frequently, when we Members of Congress are at home, 
we are confronted with this: “John Doak says that the Military 
Establishment is absolutely inefficient from top to bottom, that they 
cannot be depended upon,” and he cites an example of how much 
equipment he threw away on some far-away island at the end of 
World War II. He very often goes back for his historical documenta- 
tion to something that happened during World War II, or just after 
World War II. 

Now, you were in this show in World War II and you have very 
broad responsibilities now. Have we not come a long ways in our 
techniques and in our management since the World War II period? 

Secretary Loverr. Very definitely. On the basis of accountability 
and recovery of used items—repair, rehabilitation of them, and on 
the analysis and review of requirements and scheduling—we have 
come a long way. 

Mr. Manon. If you want to elaborate for the record, you may. 

Secretary Loverr. Each of the military departments will provide 
the committee with appropriate information. 

Mr. Manon. I was making a talk at home a few weeks ago and 
yielded for some questions. One man arose and said, “Now, you 
have undertaken to show there is some degree of better management 
in the Military Establishment and that we have reason for at least 
some substantial faith in the military.’”” Then one man arose and 
said, “How can you have faith in the Department of Defense when a 
man like General Crawford, who was engaged in plain, ordinary mis- 
conduct in appropriating public property for private use, and when 
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this man was sent to Heidelberg, how can you maintain that we are 
getting the mght kind of leadership in the Department of Defense?”’ 

What happened to this man Crawford? 

Secretary Loverr. I think he was reduced in rank from brigadier 
general to colonel, and I believe he was assigned to some post in 
Turkey. 

But, Mr. Chairman, to be fair about this, when you get 3% million 
people in the military and 1,250,000 civilians, you always have, un- 
fortunately, the human failures among that group. It is not unknown 
in somewhat smaller numbers of people in civilian life. 

Mr. Manon. Well, may I point out that here are the services, 
and are you as Secretary vigilant to see to it that people who are 
unworthy, or incompetent, are deprived of positions of responsibility? 

Secretary Loverr. I can assure you most positively we are. There 
is an advantage in the military services. If we turn up one of these 
fellows we can take action at once. You will find that has occurred. 
I know of three instances. We reported them to the congressional 
committees and we disciplined them at once. That is all that I 
know of. 

Mr. McNet. On the whole I think we have an extremely honest 
group of people. I used to be disbursing officer for the Navy during 
the war. I was responsible for some $40 billion in expenditures and I 
had no certification of fact that was not truthful. I knew of a civilian 
inspector at one of the ordnance depots that did something out of 
line and he was indicted for it. Taken percentagewise, 1 found our 
people bonest. 

Secretary Loverr. We have done one thing which I think should 
be reported to the committee. I am not sure whether it ought to be 
on the record or not. Perhaps you will let me explain it to you. 

About the middle of last summer we got the Joint Secretaries, that 
is, the three civilian Secretaries together, and said we wanted to set 
up something in addition to the inspection system. The inspection 
system and the audit turns up the trouble after it occurs. I wanted 
to try.to find a device which would prevent it from occurring, sub- 
stantially like the policeman on the corner. We went to work on it 
and we have now in being a group which aims at preventing dis- 
honesty or impropriety in the military procurement procedures, and 
as that becomes known it is of course an important deterrent to the 
man who thinks he is going to get away with something. 

(Discussion off the record.) 

Mr. Manon. I have some other questions I would like to ask. 
Mr. Sheppard has to go to the White House this afternoon, and | am 
going to yield to him now and let him proceed. 

Mr. Suepparp. Mr. Secretary, there is one thing I want to estab- 
lish. You have made a presentation here covering the three military 
branches that operate within the confines of the military framework. 
I assume that through your conferences and through your methods 
of procedure in evaluating, you have determined that each respective 
branch of the military is absolutely essential to the total, so far as 
the future safety of the country pertains? 

Secretary Loverr. Yes. 

Mr. SHepparb. There is no question in your mind now as to the 
value of each respective service in this budget? 

Secretary Loverr. That is correct, sir. 
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FULL CONSIDERATION GIVEN BUDGETARY DECISIONS 


Mr. SHepparpD. You have also stated that there is a percentage of 
risk involved and, in making that statement, I assume that that was 
addressed to the military preparedness aspect of our security—the 
degree of risk? 

Secretary Loverr. Yes. It takes into account the difference in the 
state of complete readiness. 

Mr. Suepparp. It has been necessary for you to assume that 
position based upon the preservation of our economy in its domestic 
application as balanced against the military necessity? 

Secretary Loverr. That is right, sir. 

Mr. Suepparp. So, you are very positive in your determination, 
as you have presented the issue to the committee, relative to that 
concept and its feasibility under any and all circumstances which you 
have to consider, and which your associates have to consider with you 
in other departments of the Government? 

Secretary Loverr. Yes. 

Mr. SHepparp. In other words, it is not a hasty conclusion that has 
been reached by the Secretary of Defense alone, but it is a conclusion 
that has been accumulated from all branches of the Government that 
have to do with the welfare and economy of the Nation and the security 
involved? 

Secretary Lovertr. Yes. This represents a lesser amount than I 
approved and went to the budget and the President for. It repre- 
sents a lesser amount by approximately $3 billion. That is, of course, 
a reduction in what would be desirable, but realistically when we have 
stated our requirements, the Government as a whole, including the 
legislative and the executive branches, in my opinion, must consider 
the welfare of the country as a whole. We are claimants against the 
economy. When you balance the feasibility, the availability of raw 
materials or the physical impact, the economic impact, as well as the 
industrial effects this budget represents, in my opinion, about as good 
a balance as one could find in order to meet the calculated risk. 


ATTITUDE OF MILITARY PERSONNEL TOWARD 1953 BUDGET 


Mr. Suepparp. With reference to some of the interrogations of the 
chairman, Mr. Mahon, and as they reflect the psychology of the people, 
which, by the way, is of major importance because in the final analysis 
they are the contributors that make these expenditures possible, it is 
important whether or not the military within itself is supporting this 
budget. That is a very pertinent factor; not a factor of political re- 
percussions or political preservation as such, but a factor of the preser- 
vation of integrity in and among the people of the Nation. In other 
words, if they should by some justifiable or other means reach a con- 
clusion that would be adverse to the program, we would be in a very 
unfortunate position. I think we will all concede that. 

Now, the support of the military for this budget is going to be a very 
determining factor with regard to the psychological reactions that 
emanate from the public. 

Secretary Loverr. Yes. 

Mr. Suerparp. In other words, if, hypothetically, Admiral B and 
General X continue to express their views in opposition to this program 
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throughout the press of the country, then obviously we are going to 
intensify the psychological reactions to the methods of procedure that 
have been followed. 

Secretary Loverr. You are quite right, sir. 

Mr. Suepparp. I am not inclined, of course, to advocate a crippling 
of free speech. 

What do you contemplate, if anything, to see to it that the military 
begins to button up and do its job with funds provided? 

Secretary Loverr. May I answer that first off the record, and then 
on the record for you? 

Mr. SHEPPARD. You can, because it is a very pertinent factor to 
the whole program. 

(Discussion off the record.) 


PUBLIC RELATIONS PERSONNEL 


Mr. SHeprarp. Do you consider at this time, having made that 
statement off the record, that it is presently necessary to carry the 
amount of so-called public-relations personnel that are attached to all 
status of rank throughout the military? 

Secretary Loverr. I am not adequately informed at this time on 
the level of expenditure there. There was, as you recall, as a result of 
the last congressional action, a very substantial cut. It was about 
one-third that just went out. 


AWARDING OF Miuitary Construction ConrTrRActTs 


Mr. Suepparp. I spent some 4 months checking this subject. 
Under the present operation of your contractual proc edures, and I am 
specifically referring now to your construction program and not that 
of hardware such as tanks, guns, and so forth, because there is a wide 
line of demarcation, I have found a method being used in handling 
contracts which I think is entirely too elastic. They are bunching 
their stuff into the hands of too few contractors, building up backlogs 
that cannot be accomplished unless said contractor puts a portion of 
the contract out to subcontractors and then takes his override, 5, 6, or 
10 percent, which is becoming established procedure. Has there 
been anything indicated to your mind at this time why you would 
feel that the services would be seriously impaired if this committee 
in its best judgment, would make it mandatory in reasonable procedure 
of construction that they would have to operate on the low-bid basis 
and that a performance bond must be a part of the bid? I am speak- 
ing of the construction category alone at this time. 

Secretary Loverr. You are speaking of domestic stuff because 
overseas it is almost impossible to work on anything except a cost plus 
a fixed fee basis. 

Mr. Suepparp. If you are fabricating over here for delivery over- 
seas I do not agree with you. 

Secretary Loverr. I agree with you there. The bid basis, I should 
think, would be perfectly satisfactory. 

Mr. SHEPPARD. W ell, Mr. Secretary, it insures procedure that is 
determined by law instead of this elasticity, which does not always 
work out. 

Secretary Loverr. About 80 percent is bid on now. 
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Mr. Suepparp. No; supposedly, but it is not functioning i in that 
ratio. 

(Discussion off the record.) 

Mr. Suepparp. If you go into the amount of bids requested, for- 
mulated, and received, your percentage is too high. That is a factor 
in an improper appr oach to the problem in the first place. There must 
be some corrective measures taken. 

Secretary Loverr. Let us take a quick check on this. 

Mr. Suepparp. I am saying this to the members of the committee, 
Mr. Cannon, and my associates, I am going to take a very definite view 
based upon the facts that I can present back to the committee of this 
condition. I am not doing this just to be busy. That is not my 
desire. There is entirely too much looseness being followed. There 
are entirely too many preferences. When all of us read and hear talk 
about influence coming from the Hill to get something done for con- 
tractors as compared to the departments in this respect, something 
has to be corrected, because it isn’t all from the Hill. 


Dray IN Wuerry Hovstnc Construction 


Mr. McNett. Mr. Sheppard recently brought up this problem in 
connection with contracts for construction of Wherry housing. 

Mr. Suepparp. I would like to say this along that particular line, 
that somebody, either you or someone realized in the Air Force what 
was happening under the Wherry bill, so they gave this fellow Reynolds 
authority to go in and do a job, and since they have vested that 
authority in him he has done a job. I want to give that gentleman 
credit. The situation is bad in other departments. 

I was looking into the Army operations and what do I find? Chaos 
in Wherry housing function. In the Navy it is just as bad. No 
particular person is in a position of authority to handle a situation 
and to do it with the result that housing is badly bogged down in 
those departments, and you should know it as well as I do. 

Mr. McNett. Mr. Reynolds did an excellent job. 

Mr. Suepparp. In other words, when you run into a situation that 
has clarified itself so well—and I think you know this one—TI say to 
you gentlemen, why is not the same pattern of policy followed in the 
other departments? 

Here is an outstanding example of efficiency and operation, and 
over here on the other side it is terrifically bad. 

Those in general are the high lights reflecting my interest at the 
moment. 

I want to compliment you on the manner in which you have made 
your presentation. I think that you are doing a good job. You have 
a tremendously difficult situation to handle. The inequities and the 
differences of opinion makes the problem a tough one, and I am most 
sympathetic. I think it is incumbent on the committee when they 
see these discrepancies showing up to tell vou about it first so that 
you can do what you can under the law to correct them. As far as 
the contract situation is concerned, I am going to question that 
procedure. 

Secretary Loverr. We appreciate that. It is a helpful thing to us. 
It is a thing that we have to work out together. 
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Mr. SuepparpD. Another situation that I would like to refer to is 
this: When it comes to the expenditures that you have indicated in 
your statement, that, within itself, does not necessarily mean end-line 
production results, does it? 

Secretary Loverr. No, sir. 

Mr. SuHepparp. Am I safe in saying some 48 percent? 

Secretary Loverr. I think that is high. 

Mr. McNett. It will depend. That might be about a correct 
percentage for this past year. When we reach the plateau and level 
off, however, expenditures should be a realistic measure of acceptable 
production. 


OVERLOADING. Contractors Wirn Contracts 


Mr. SuepparD. What is your own opinion at this moment, if you 
care to express it relative to overloading specific contractors far beyond 
their ability to produce the end result, and then giving them the 
opportunity to farm out? What is your thinking on that? 

Secretary Loverr. I think excessive backlogging is generally a bad 
practice. The so-called farm-out of major items, Mr. Sheppard, is 
in part a result of pressure to use small business, and to make the prime 
or initial contractor responsible for the selection, tooling, and so forth, 
and responsible for the items that are not covered in the same priority 
bands as the initial items. 

But there is a point clearly beyond which an excessive backlog 
produces delay rather than an acceleration of production, and a point 
also at which it does not help small business because they cannot get 
the tools and the materials to do the job. I think therefore, the 
fairest answer is that backlogs must be kept within the engineering and 
managerial competence of the initial contractor and should not be- 
come excessive. You should make a separate contract if necessary. 


OveERHAUL AND REPAIR OF JET ENGINES 


Mr. Suepparp. What, if anything, has been brought to your 
attention relative to the overhaul and repair functions on jet engines? 
Has there been any particular aspect of that brought to your attention 
upon the following premise: As I get the picture today, we are con- 
tinually buying a large amount of those engines. We have to have 
the pipeline filled from here to Korea, Japan, and so forth, and due, 
of course, to the exposure to the high B. t. u.’s, these jet engines do 
not last as long as the old reciprocal engines, and realizing that factor, 
and in keeping that type of engine in the air, it would occur to me 
that somewhere in the respective departments of the Air Forces, both 
the Navy and the Army Air Force, the science of overhaul on those 
jets should be expedited: It is now at such a low standard that we 
are having to buy excessive engines instead of a plying a certain 
amount of science to rehabilitating those engines and getting them 
into the air and keeping them there. It is a bad thing as far as the 
facts indicate, 

Secretary Loverr. I think you know, Mr. Sheppard, that the 
principals in the aircraft industry have been in town for several days. 
The area that you speak of is one that is at present under very serious 
attention. It is important because the repair facilities require almost 
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the identical tools as the initial manufacturing line, as you are aware 
from your own experience. 

The repair and rehabilitation facilities for engines are now increasing 
their output substantially. We are even considering the performance 
of certain of these functions in Japan, where we have ample labor. 
The bottleneck, as usual, is tools. 

Mr. SuHepprarp. Is it going to be the intent of the military to 
continue to enlarge and expand its own overhaul operations as against 
that of the contractors’? 

Secretary Loverr. The majority of overhaul at the present time 
for combat types if handled by the services. On the commercial 
types, the overhaul is contracted out. Lockheed, for example, handles 
the Constellations for MATS at Idlewild. And as the total number 
of aircraft increases it is quite likely that a proportion of the added 
workload involved would be contracted out. It would have to be. 

Mr. Suepparp. You have a very elaborate plant in Oklahoma City. 
It is a very intriguing place. If you should ever be in that general 
area and you have the time, I suggest that you look it over. The 
investment that we have in that particular plant is extremely heavy 
of course, and it is wonderfully tooled up for today’s requirements. 
The tooling up for tomorrow’s developments is another problem. It 
is a very interesting and intriguing place, and I suggest that you 
look it over because the investment there is an extremely heavy one 
as compared with what I think end results will indicate as being 
necessary. It is a refining process that no one can do at the moment, 
but I think that it would be of advantage if a team of intelligent 
production engineers would make a study of it. 

Secretary Loverr. I will have Mr. Bedford take a look at that. 

Mr. Sixes. Mr. Secretary, I join the chairman of the committee, 
Mr. Cannon, and the members of this subcommittee in commending 
you most warmly for an effective and able statement. I think it is 
very helpful to us. 

Quite frankly, | have a lot of confidence in you. I think this 
country would have to search a long time before it found anyone with 
the ability to do a better job than you are doing as Secretary of 
Defense. 


Secretary Loverr. Thank you very much, sir. 
Factors IN DererMINING Size or 1953 BupGer 


Mr. Sixes. Since the threat of total war does not appear to be 
sufficiently imminent to cause us to anticipate World War III during 
this fiscal year, and since there is the feeling on the part of a good 
many people that the Communists are more interested in seeing us 
break down economically than bringing about a total war, but since 
we also realize that our best safeguard is a strong defense, I wish you 
would again discuss the means by which it is determined what our 
rate of defense build-up should be. 

Secretary Loverr. Mr. Sikes, do you mean the means by which 
the determination is reached as to the amount of end forces needed? 

Mr. Srxes. In the main; yes. In other words, how do we know 
that this amount of build-up is adequate at this period? What factors 


help in determining that we must expend this sum and not a lesser or 
greater sum? 
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Secretary Loverr. In the first place, from the point of view of the 
military requirements, the first step is to attempt to measure the 
international situation and the vulnerability of the world as a whole, 

which is a part of the background, but more particularly our own 
vulnerability, because our primary responsibility, of course, is the 
defense of this country. The sources for that determination are very 
largely intelligence which, as you gentlemen know, falls into two classi- 
fications: one being the capability of a potential enemy and the other 
the intention. 

We have for some time past had rather accurate knowledge of the 
enemy’s capabilities. We have never had very much information as 
to the enemy s intention. We can only measure that by actions. 

With the onthe eak in Korea it was apparent that we had moved 
into a stage of Communist aggression which actually involved warfare, 
through their satellites. The sounding of that alert thereupon had the 
effect on the military planners of showing a form of intention which 
had theretofore not been visible. You had not previously had such 
blatant, naked aggression without warning and without reason. 

You have a war going on in Korea. You have a war going on in 
Indochina. You have sensitive places around the world, which I 
shall touch on in a moment, if you wish, off the record. But it is a 
compounding of that evidence which causes the military to feel that 
with the capability and a heightened evidence of aggressive intention 
we must respond by increasing our own military posture. 

To be more specific, the roles and missions under the NATO organi- 
zation are basically assigned to the member countries. In carrying 
out the assigned roles and missions some countries will contribute 
ground troops, some ground, naval, and air. It was that type of 
determination which the Temporary Committee of the North Atlantic 
Council undertook in these last few months. 

The tasks assigned to this country are in one sense a part of our 
over-all problem of national defense. This part of our defense prob- 
lems goes beyond the defense of continental United States and our 
possessions and accepts the principle of a collective defense system. 

Working from those assumptions the Joint Chiefs of Staff then 
figure out what minimum defense force is necessary to enable us to hold 
until the big build-up of full mobilization can place us in a position of 
security. 

The deterrent effect is weighed and the net result of the military 
judgment is a certain number of divisions. It is interesting that the 
number of divisions currently in the program has not increased the 
manpower required. It does, however, increase the divisional sets of 
equipment, and the same thing in general applies to the Navy and Air. 

So that we come up with an estimate of minimum forces as a 
deterrent against war, as a mobilization base and as an expansion base 
for military production. Those are the items that are included in 
these budgets. 

Rate or Drerense Buitp-Up 


Mr. Sikes. Mr. Secretary, has there been any major change in the 
rate of defense preparation as the result of additional information that 
has become available since the build-up started? In other words, are 
we speeding up? Are we slowing down? Or do we hold essentially 
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the same rate of defense build-up that we anticipated we would follow 
when the build-up began? 

Secretary Loverr. There has been a speed-up in the initial phases, 
Mr. Sikes, as well as an increase in the estimated requirements, 
notably air power, by which I mean both the Air Force and naval 
aviation. That arm has increased very considerably. 

We have also increased and accelerated the development of certain 
special weapons—guided missiles and items taking that particular 
form. And we have adjusted and accelerated the vehicles which are 
required to carry the newer weapons which this committee is familiar 
with and which I shall speak of off the record, if you like. 

If you would like me to go off the record at this point, I think I can 
pick up the subject here. 

Mr. Srxes. Very well. 

(Statement off the record.) 


ATTITUDE OF EUROPE TOWARD DEFENSE BUILD-UP 


Mr. Sixes. Mr. Secretary, whereas we in this country have thought 
that there is considerable cause for alarm and have taken on ourselves 
the necessity of a defense build-up, we constantly hear that people in 
Europe, who live next door to the menace of communism, do not 
share our apprehension or are reluctant to go as far as we feel that we 
must go in building up defense. I wonder how your people reconcile 
Curope’s attitude, and their reluctance—when they live right next 
door to this threat—with our own apprehension and our feeling that 
greater expenditures are essential. 

Mr. Loverr. I think that it is possible to reconcile the two points 
of view without much difficulty in the case of Britain, where they, 
under very much more adverse conditions, are as deeply concerned as 
we are, where they are undergoing hardships in order to accelerate the 
military forces. 

On the Continent I think it is very significant that the Germans, the 
French, and the Italians have been the most ardent proponents and 
finally accepted, a few weeks ago, the concept of a European Defense 
Force. A year ago it would have been considered almost impossible— 
that they should become the proponents now of this European De- 
fense Force in this period of months. They do that because they live 
under the shadow of a possible attack and they do it I think at this 
coincidence in time, because there is, for the first time, a prospect of 
the restoration of enough military strength in Western Europe—that 
is, bearable military strength—to make it impossible for a sudden, 
unannounced attack which would be simply a ‘walk-through.’ 
They can see now troops in being and in prospect by the end of 1952 
which would make it virtually impossible for a sudden, unannounced 
attack to quickly overrun them. That is the first real hope they have 
had. 

As their strength builds up, then their own sense of the possibility 
of survival, in a military sense, increases. There is, of course, another 
group which in the past has leaned toward neutralism, as you have 
found from your own trips. I think I could explore that for a moment 
off the record, if I may. 

Mr. Sixes. Certainly. 

(Statement off the record.) 
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STATUS OF UNITED STATES DEFENSES 


Mr. Sixes. I noted your statements about our present state of 
defense and it is my interpretation that you feel that we are, on the 
whole, well able to take care of ourselves if trouble should develop. 

Secretary Loverr. We are, for the first time I think, able to hold in 
the military sense certain of the vital lines of communication. We 
are not as yet secure, Mr. Sikes. 

Mr. Sixes. Let us put it on this basis. 1 have noted a number of 
references to a shoestring force in comments on the defenses of this 
country. It seems to me that if we had only a shoestring force, with 
the number of people we have in the Military Establishment and the 
number of weapons, including all categories, that we now have, we are 
confronted with just about a hopeless situation. I think we have 
much more than a shoestring force and I do not think it is good for the 
country to be told that we have only a shoestring force. 

Secretary Loverv. | feel that that statement is wholly incorrect. I 
think it is an extravagant, unfortunate understatement of the condi- 
tion of this country. If this constitutes a shoestring, then it is one of 
the most expensive shoestrings anybody ever bought. 

Mr. Sixes. And it would be virtually a hopeless proposition. 

Secretary Loverr. Yes, sir. And, of course, that is not so. 


INCREASE IN PERCENTAGE OF BUDGET FOR PROCUREMENT 


Mr. Stxes. That is right; [ am glad to hear vou say that. Now | 
should like your comment on this. I think I know what it will be, 
but I would like the record to be clearer in this regard. 

Essentially, our build-up as far as manpower is concerned appears 
to be about complete. But the costs of our military organization are 
substantially the same as when we were building up from 1.5 million 
to 3.5 million men. Why is that? 

Secretary Loverr. That is the result of a very much higher propor- 
tion of end items procured. Initially, when we started, out of the 
total new obligational authority in fiscal year 1950, about 20 percent 
went into major procurement and production. The rest went into pay 
and other costs. In the fiscal 1951, 1952, and 1953 budgets tt runs 50 
percent, which goes into this type of assets, whereas pay and other 
services have stabilized. That will continue during the period of the 
accumulation of assets and the production facilities, and should taper 
down and level off in that category later. My recollection is that 
the Air Force runs around 58 percent in the hard items. 

Mr. Manon. You will have a full breakdown of that, Mr. Secretary, 
1 believe? 

Secretary Loverr. That is correct. We will have a full table on 
that. 

Nerep ror Disrrinution oF Drerense Contracts 


Mr. Sixes. There is one other matter that has disturbed me ma- 
terially and that is contract allocations. I know that an effort has 
been made in the Services to spread war contracts all over the country 
and to place war contracts in the hands of smaller business. Frankly 
I do not feel we have gone very far in that direction. It is the easiest 
thing for the contracting officers to give contracts to the few big firms 









114 


who, experience has proven in the past, can do the job. The contract- 
ing officer gets the thing off his desk; but it causes bottlenecks down 
the line. As a result, a few big industries get most of the contracts 
in a few areas of the country. It gives us a false picture of progress in 
that we are placing orders but creating bottlenecks in production. 

Can you give me any information about further efforts to spread 
war contracts over the country and into the hands of more industries? 

Secretary Loverr. Yes, Mr. Sikes, I can give you some information 
on that. As you know, our contracts require, through a clause 
written into them, subcontracting. It is in that area that the really 
small business has its main chance. We have also tried to make a 
geographical distribution. 

The unfortunate part of the program at the moment is that the 
principal items of cost are of a character which small business does 
not handle; for example, these large tanks and the complicated air- 
craft. 

You are right in saying that there is a temptation to concentrate 
unduly some of the procurement. That arises not only for the reason 
of ease as you pointed out, but also because the engineering talent and 
the management ability in many of the small businesses are not ade- 
quate to handle some of the extremely complicated items that we are 
presently procuring. You will get the details of that later from the 
Chairman of the Munitions Board. 

I would like to give you one part of the picture which I think this 
committee knows in detail as separate items but perhaps has not had 
brought together and again I want to do this off the record, if you will 
permit me. 

Mr. Sixes. Very well. 

(Statement off the record.) 

Secretary Loverr. I think you will find that a really honest effort 
has been made to get this into really small businesses and get it into a 
reasonable geographical layout. 


STABILITY OF 1953 PRoGRAM 


Mr. Sixes. Mr. Secretary, do you feel that the Department of 
Defense is bringing to this committee this year a firm program? I 
would like to amplify that so that you will understand what I mean. 
Last year, within a month after this subcommittee had gone to the 
floor to justify expenditures for bases, for instance, which the De- 
partment of Defense had stated it must have, those plans had been 
dropped and other bases in other parts of the world substituted. 

We realize that you cannot have a firm, forever fixed program, 
but it makes us wonder when changes are made so soon after we 
have been given a set of supporting facts, whether the services really 
know what they want. It places the committee on a highly embar- 
rassing position. 


Secretary Lovert. I do feel some certainty on the budget insofar 


as it relates to the procurement and the raising of the state of readi- 
ness, Mr. Sikes. I do not feel the same sense of comfort in the con- 
struction, and that is for two major reasons. 
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INSTABILITY OF MILITARY CONSTRUCTION PROGRAM 


In the first place, the stretch-out applied by the services in order 
to meet the limitation on expenditures has resulted in a reprogram- 
ing that will need an adjustment of both the end items and, perhaps, 
within a facility. 

The failure to get, for example we will say, 100 B-47’s within a 
given period may require that a base be so located that a B—50 could 
operate out of it. That would require a readjustment. 

Mr. Scrivner. Pardon me, I did not hear quite all of that. 

Secretary Loverr. If we had B-47’s, Mr. Scrivner, we would have 
a plane with a longer range, higher altitude and faster than the B—S0, 
which is a modernized B-29. If we do not get the number of B-47’s 
required in that period, we may have to use the 50’s and therefore 
that would have an effect on the location and timing of the base 
construction. 

Mr. Sixes. It seems to me that it would be much less difficult, 
however, to give a firm estimate on your needs for bases than on your 
needs for items. 

Secretary Lovetrr. No, sir, because of a second point. In the 
location of these bases, notably overseas—— 

Mr. Sixes. I am speaking of bases in the zone of the interior, 
where it seems there should be no difficulty in setting up a firm 
program. 

Secretary Loverr. Yes, sir, but in the overseas area, we have to 
try to get certain forms of operational rights. That means a series 
of negotiations in some of which we come out badly and we then have 
to take another site. 

Here in the zone of interior the alteration of the make-up of the 
Air Force last year as the result of the increase of the total strength 
from a 95-group program to a 143-group progran altered their 
fundamental base requirements. 

But to answer your question as directly as I can I hope this com- 
mittee will be convinced by the services of the stability of this program. 
An element of instability has been injected in it in the last 3 weeks 
through the limitation of expenditures in 1953 and they are working 
on that now. I have not seen the revised 1953 detailed justifications. 


AIR STRENGTH 


Mr. Sixes. Mr. Secretary, you have stated that we are working 
toward a goal of 143 wings. The Congress will want to know how far 
toward that goal we propose to reach during the fiscal vear 1953. 
Are you prepared to tell the committee what the year-end strength 
is that you anticipate? 

Secretary Loverr. Yes, sir. 

Mr. Srixes. If that is classified, we can keep it off the record. 

Secretary Loverr. Suppose I give you for the record the number 
of men and then make an estimate of the number of wings. The 
estimated manpower for the military departments for June 30, 1953, 
will be a total of 3,690,605. Of that the Air Force will be 1,061,000. 
(Statement off the record.) 
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Empnrasis ON New Meruops or WARFARE 


Mr. Sixes. Let me ask you this final question, Mr. Secretary. We 
have emphasized to a great extent refinements of weapons used in 
World War II. And yet we know that each war brings new weapens 
and new techniques. I am confident that we are preparing for any 
sudden shift in emphasis on type of warfare which world war Ill 
might bring. We know that it may prove to be a war of guided mis- 
siles, or bacteriological warfare, or gas warfare. I am seriously dis- 
turbed that we may not be placing enough emphasis on our ability to 
meet new methods of warfare if they should be thrust upon us. 

Secretary Loverr. I would say, Mr. Sikes, that that is our principal 
emphasis now, or at least the emphasis is coequal with that placed on 
getting the necessary production out. 

The Research and Development Board has in addition to its 
ordinary functions now been assigned a collateral function and that is 
the acceleration of its most promising developments. The Army very 
significantly has set up a special group, taken out of G—4 and assigned 
to the Chiefs of Staff’s office to apply at once the lessons both offen- 
sively and defensively that had developed in the program; that is, 
to cut down time in introducing the new item. It is a matter of the 
most serious effort on the part of all of us. 

Mr. Sixes. Thank you; that is all, Mr. Chairman. 

Mr. Ritey. Mr. Secretary, | want to compliment vou, also, and to 
thank vou for the very excellent statement that you have given us. 
In passing, I have met no man in the Government who has impressed 
me more with his ability and sincereity than have you. 

Secretary Loverr. That is very generous of you, sir. 


COMPLETION OF DEFENSE GOALS 


Mr. Ritey. How long will it take to reach the objective in the 
development of the mobilization base? , phat is, the tooling up that 
you expect to hold in reserve and to use? 

Secretary Loverr. It should be complete by the end -of calendar 
1954. 

Mr. Rivey. It will take as long as that? 

Secretary Loverr. Yes, sir; for the basic raw material plants in 
particular and machine tools. 

Mr. Ritey. What arm of the service in relation to its mission is 
farthest from its objective? 

Secretary Loverr. The Air Force and the naval aviation, because 
they require the most complicated machines. 


DISCONTINUANCE OF PRODUCTION OF OBSOLETE AIRCRAFT 


Mr. Ritey. Could you tell me how long you estimate it will be 
before you can replace the obsolete equipment, or equipment that is 
now out of production? I know that you have some airplanes that 
are out of production and for which it is very difficult to get parts. 

Secretary Loverr. That is correct, sir. 

Mr. Rixery. I do not mean the final objective of modernizing the 
naval air service and the Air Force, but those planes that you have 
that are out of production, that are obsolete; how long do you esti- 
mate it will be before you can replace them? 
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Secretary Loverr. Before we can cut them out of production and 
rely on the new planes? 

Mr. Rivey. Cut them out of use; yes. 

Secretary Loverr. Retire them from the first line. 

Mr. Riney. Yes. 

Secretary Loverr. It varies with each type, of course. The F-51 
is out of production—that is the Mustang. The F-80 goes out of 
production this year. It is the first jet fighter to go out of production. 

The B-29’s and the B—50’s are out of production. They are replaced 
in turn by jet bombers, the B—47 and the B—52 ultimately and the 
B-36 in the interim. It is hard to hit an average on these things. 

Mr. Rivey. | know that it would be an estimate, but when they 
are out of production and you cannot get parts for them I have been 
concerned about the safety of the ones that are still being used. I 
understand they are having to hand-make some parts. 

Secretary Loverr. That is correct, sir, on the older types. It 
would certainly take calendar 1953 before those planes go out of pro- 
duction. As the line slows on final assembly, the spares should be 
accumulated for those which are still serviceable. When the plane 
steps down from first-line to second-line use then, of course, it does not 
put the number of hours in because it is relegated to training or week- 
end Reserve use, or that sort of thing. I do not know how to guess 
that accurately, but it would not be before the 1st of January 1954, in 
any event. 

Mr. McNett. In the case of transports it would be somewhat later 
than that, because we can still use C-54 and other type transports. 

Secretary Loverr. That is true. Transport types of course would 
continue for 2 or 3 years longer because they are serviceable. They 
are a commercial type. 

Mr. Ritey. The commercial type planes you can probably get 
replacement parts for. 

Mr. Gartock. The one thing that works against us when we are 
trying to expand is that we tend to hold the plane inventory as long 
as we can, using it to phase in new wings before the new planes are 
ready. You hold them as long as you can get spares and spare parts, 
but not beyond the point where it is dangerous to fly them. I am 
quite sure that both the Navy and the Air Force will ground their 
planes if they are short of spares and spare parts to the point where 
it would endanger the safety of the personnel. 

Secretary Loverr. I do not think there is any question about that. 

Mr. Ritey. That is one of the answers that I wanted. 

Secretary Loverr. There is no question about that. The rules are 
very rigid on that. They are instantaneously grounded. I might 
give you an example of that which is current if 1 may go off the record. 
(Statement off the record.) 

Mr. Riney. I believe that is all that I have. 


EXPENDITURES AND OBLIGATIONS 


Mr. Wica@Leswortu. Mr. Secretary, as I understand it, against 
$108 billion, roughly, in authorizations there have been received 
deliveries as of the end of the calendar year 1951, of about $20 billion; 
is that correct? 

Secretary Loverr. Of hard goods? 
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Mr. WiaeLeswortn. Yes. 

Secretary Loverr. There was $9 billion of total deliveries, as I 
recall, in the fiscal year 1951, including $6 billion of hard goods. 
There will be over $20 billion in hard goods deliveries during fiscal 
1952, including military assistance programs. 

Mr. WicGLesworts. Both would be charged against the $108 
billion? 

Secretary Loverr. Yes. The $108 billion, however, covers more 
than hard goods. It is soft goods, pay, allowances, operation and 
maintenance, and everything else. 

Let me see if I can straighten those figures out. 

Out of the $108 billion total available, the obligations to date are 
a little over $70 billion, leaving an unobligated balance as of December 
31, 1951, of $38 billion. 

Mr. WiaciteswortsH. That is as.of now or December 31? 

Secretary Loverr. As of December 31 last. 

Mr. WicGLesworrH. And how much had actually been expended 
as of that date? 

Secretary Loverr. The expenditures, actual, were $19 billion in 
fiscal 1951 and this year about $18 billion so far. The total for this 
fiscal year will be about $40 billion exclusive of mutual security. 

Mr. Wiaeiteswortu. As of the beginning of the year then there is 
about $68 billion out of $108 billion which has not been expended 
and about $38 billion that has not been obligated? 

Secretary Loverr. That is right, sir. 

Mr. WiaciteswortH. We are spending at about what rate now 
per month? 

Secretary Loverr. About $3.2 billion or $3.3 billion, including 
military assistance, of which between $1.5 and $2 billion is hard goods 
and construction, and the rate by June will be in excess of $4 billion. 

Mr. WiaGieswortH. That would be about another $20 billion to 
be spent in the balance of the fiscal year? 

Mr. McNett. $22 billion, or a trifle over. 

Mr. Wieaeieswortsh. Which would leave a carry-over of about 
$46 billion unexpended? 

Secretary Loverr. That is right. 

Mr. WiaeieswortnH. To that you propose to add about $52 billion 
in new obligating authority? 

Secretary Loverr. Yes. 

Mr. Wiaeieswortsh. Which would give a total of $98 billion, and 
of that $98 billion you expect to actually spend $50 billion in the 
fiscal year 1953? 

Secretary Loverr. Yes. We estimate a little higher than the 
budget does. 

Mr. WiaGiesworte#. And that $50 billion estimated expenditure in 
1953 compares with about $40 billion in 1952 and around $20 billion 
in 1951? 

Secretary Loverr. That is correct, sir. I can give you the break- 
down by services, if you want it. 

Mr. Wiaccieswortn. I am just trying to get the over-all picture. 

If vou spend that $50 billion, that means that you are going up to 
an average of around $4,115,000,000 a month? 

Secretary Loverr. Then you add military assistance to that and 
you get the over-all total. 
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Mr. Wiae.iesworts. If you add the military assistance it brings 
it up to what? 

Mr. McNett. $58 billion for the year, or a little above that. 

Mr. Wiee.eswortH. Almost $5 billion a month. 

Secretary Loverr. At the end it will be running at $5 billion a 
month. 

Mr. Wieateswortnu. I understand the contemplated provision for 
publie works is all included in this budget before us, is it not? 
Secretary Loverr. Yes. 


}Funps ror” Korean War 


Mr. Wica_eswortnH. There is, however, nothing included for Korea 
in the event the Korean war should still be in process after July 1? 

Secretary Loverr. No, sir. Let me make that clear. Korea is in 
there, but at peacetime rates for the forces. 

Mr. WiaGLeswortH. Atomic Energy is of course covered elsewhere 
in the budget. 


NEED FOR SUPPLEMENTAL 1953 FUNDS 


Are there any other items which it is known now will have to be 
presented in addition to those before us in respect to the fiscal year 
1953? 

Secretary Loverr. Yes; within my knowledge there are two. One 
would be the pay bill and the other for public works. 

Mr. WiaGLeswortH. You mean for the pay increase? 

Secretary Loverr. Yes. Another would be the increase for the 
Atomic Energy Commission. Those are the only ones that I recall. 

Mr. Garuock. The increase for Atomic Energy, as indicated by 
the press statement from the White House, would result in very small 
expenditures in 1953 and 1954. 

Mr. WiaGLeswortH. But might be substantial in obligational 
authority? 

Mr. Garuock. $5 or $6 billion in new obligational authority. 

Mr. MeNer. That will not be in our budget. 

Mr. WicGieswortn. | understand that. 

Mr. Scrivner. But it will be out of the taxpayers’ pockets? 

Mr. McNet. Yes. 

Mr. WicGLeswortu. You have no estimatejas to the actual expend- 
iture? 

Mr. Garuock. Off the record. 

(Discussion off the record.) 


Purpose OF 1953 Derense PROGRAM 


Mr. Wiae.eswortn. Mr. Secretary, this whole program, as I 
understand it, is a program of deterring, or a program of defense and 
is in no sense a program of aggression? 

Secretary Loverr. I would like to emphasize that. Your under- 
standing is correct. These are the forces to protect against disaster. 
It is a deterrent force and it is in no sense an offensive, aggressive 
force. 

Mr. Wiacieswortu. And the sums requested are based upon the 
necessity of overcoming the head start which was given the potential 
enemy during the first 3 or 4 years after World War I. 
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Secretary Loverr. The 3 or 4 years head start that the enemy got 
places a burden on us to run fast until we catch up, and that is pre- 
cisely what this program attempts to do. It is exactly as though 
you were going to race somebody 10 blocks and he already had a 
four-block head start on you. You would have to run very:fast to 
catch him. 

Mr. Wicciesworrnu. And when in the judgment of the military 
we have overcome that head start, it should be possible to cut back 
drastically, should it not, the rate of expenditure and the rate of 
build-up we are forced to undertake prior to that time? 

Secretary Loverr. Mr. Wigglesworth, if we do not cut back and 
reach a lower level of annual charge, then we will not have accom- 
plished one of the principal purposes of this program, which is to 
make the state of readiness supportable economically and financially. 
We must come down to a lower level as soon as it can be done with 
reasonable safety. 


TIME WHEN MILITARY BUDGET MAY BE REDUCED 


Mr. WiecGLeswortn. When, in your judgment, under present 
thinking, should we be in a position to start to cut back? 

Secretary Loverr. You have in this budget a small start in that 
the request for obligation authority is reduced as compared with last 
year. 

Mr. WiccLeswortu. The expenditure, however, is very much 
larger. 

Secretary Loverr. Correct. 

Mr. WicGtesworrs. Of course, the expenditure is the important 
thing, is it not, in terms of the national economy? 

Secretary Loverr. Yes, and it will be higher from the point of 
view of expenditures in 1954. The extended lead time in the most 
essential end items, aircraft, and certain types of vessels, I think will 
throw this accumulation of assets, as in capital investment, forward 
perhaps 2 years, but 1 would think at the end of 2 years when the 
deliveries are at their maximum rate the decline toward a level-off 
rate ought to take place. 

Mr. WicGLeswortu. Do you mean that under the contemplated 
program actual expenditures in fiscal year 1954 will exceed that now 
requested for fiscal year 1953? 

Secretary Loverr. I cannot say that it will exceed, but it will be 
high, whereas in subsequent years it should be materially lower. 

Mr. WieGiteswortu. In the fiscal year 1955, according to your 
present outlook, it should be possible to make a material cut-back in 
expenditures? 

Secretary Loverr. Yes. 

Mr. WieeLteswortu. Mr. Sikes asked about the general methods 
of estimating the program that is considered to be necessary. I do 
not want to put on the record anything that should be classified. I 
am just wondering if it would be possible off the record for you to 
furnish the committee some statistical picture of the assumed strength 
of the potential enemy and the assumed allied strength thought 
necessary to deter that force (a) insofar as America is concerned, and 
(6) insofar as our allies are concerned. 
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Mr. Lovert. I believe that I can give it to you off the record in 
broad strokes. 
(Discussion off the record.) 


INCREASE IN NUMBER OF FEMALE Mititary PERSONNEL 


Mr. Taser. I understood when you were being questioned by 
Mr. Sheppard the question was raised about the military sounding 
off and talking about what there was of things. Perhaps one of the 
worst cases of that character was the Assistant Secretary Rosenberg 
sounding off and advising she was going to make a try for 72,000 
new Waves, Wacs, and Wafs. It does seem that the Secretaries 
ought to keep within bounds if they are expecting other folks to do so. 
[ do not know whether you care to comment on that or not, but I do 
feel that should be brought to your attention. 

Secretary Loverr. Mr. Taber, the Assistant Secretary on Man- 
power and Personnel was directed by both Armed Services Com- 
mittees to reduce the number of men taken into the military services 
and substitute insofar as possible women in these classifications. In 
the conference reports, as you will remember, the number of personnel 
in the Washington area was reduced and we were asked to hold down 
the total manpower pool taken by the Army. She was, at or about 
the same time, directed to increase the number of women in the 
forces. That is the basis of the launching of this program. I do 
not remember the incident to which you refer, but we did have at the 
end of December about 44,000 women in the 4 services, and the 
goal by June of 1953 was 89,000. They embarked on a recruitment 
program to try to reach that goal. That is about all I know. 

Mr. Taser. Well now, to wear a uniform it costs us 25 to 50 per- 
cent more than it does for civilian employees, and we ought to be 
thinking about that when we undertake to enlarge our services. It 
is going to run our military up very markedly. I can see why it is 
desirable to have them take the place of men where the men are 
needed for military service, but I wonder if it is advisable for them to 
be taking over civilian jobs in such an extensive manner. 

Secretary Lovett. We will look into that and report to you. I 
think the services can give you the details on it, but we will have a 
look at it in our office. 


AWARDING oF Minirary ConsrructTION CONTRACTS 


Mr. Taser. I do not know too much about it, but with regard to 
these contracts for construction, who on your staff would know about 
those contracts? 

Secretary Loverr. We can give you the answer to the point that 
was raised this morning, Mr. Taber, and if it is agreeable, I will ask 
Mr. MeNeil to give it to you now, and we can get any information you 
want on that through Mr. MecNeil’s office. I think that it would be 
more reliable to do it that way. 

Mr. Taper. Suppose we get that answer now, if we can. It will 
not be very long, will it? 

Mr. MecNer. With respect to the question Mr. Sheppard asked 
this morning, we checked at noon. Last spring, through the month 
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of May the practices Mr. Sheppard mentioned did exist. Because of 
the establishment of certain early readiness dates for certain facilities, 
the Army engineers, who handle the work for both the Army and the 
Air Force, did get certain contractors to meet with them in conference. 
They outlined what they wanted, and asked them to present bids 
within a week, or within a very short time. Beginning in May that 
general practice was stopped. 

However, the construction projects that were undertaken through 
May of last year—that is, in which negotiations took place up through 
May—are just now under way. After May, they started to expand 
the list of contractors and the engineers told us at noon that since 
that time, both in cost contracts and in negotiated contracts in the 
United States, they have been few and far between, that since October 
following the House and Senate conference report, everything in the 
United States above $25,000 has been on a fixed-price contract basis 
as the result of advertised bids. 


SELECTION OF ARCHITECTS FOR CONSTRUCTION PROJECTS 


Mr. Taser. I have noticed more recently the political appointment 
of architects who were a long way from the site of the construction, 
people who were not familiar with climatic conditions, and so forth, 
has been cropping out, and that construction and the letting of con- 
tracts have been very decidedly delayed as a result; and the services 
do not seem to be getting too far. What about that? 

Mr. McNet. May I suggest this, sir, following Mr. Lovett’s sug- 
gestion this morning, that we get specific instances so that we can get 
a firm hold of the problem. If you could give me one or more exam- 
ples, we could run them down and see if we can find a pattern or a 
solution which we might apply across the board. 

Mr. Taper. I am afraid that it is across the board rather thor- 
oughly. 

Excessive TRAINING Faciuities 


Your training facilities have been built up in the services on a 
basis two, three, and sometimes four times the present requirements of 
the services. I do not know why that has been, but that does seem 
to be the situation, as far as I can find out. I may be wrong and it 
may be different in some parts of the country than it is around the 
places that I have been able to contact. But it has made me wonder 
about some of these construction requests, as to how valid they are. 
What can you tell us about that? 

Mr. McNem. I do not believe I can give you a complete answer 
at the moment, except that in the requests that came up last year in 
the public works bill and considered by this committee, we tried to 
include no new items where some existing facility could be utilized. 
While perhaps the transfer was not altogether successful because of 
things that I think you are quite familiar with, we did, for example, 
get the Navy to turn over Sampson for the use of the Air Force instead 
of requiring new construction. In making alterations, of course, an 
extremely early readiness date was set and you recall the difficulties 
that we had. But that was the type of thing that we attempted to 
accomplish in making up the public works facilities list that was pre- 
sented last year. 
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Mr. Gartockx. May I make a comment there, Mr. Taber? 

Mr. Taser. Surely. 

Mr. Gartock. The Air Force has the largest bulge. They had 
originally planned to have a strength of 1,061,000 by this next June and 
their training facilities and barracks were set up on that basis. Be- 
cause of recruiting and a variety of other reasons, that figure has been 
reduced to 973,350. So we may have that apparent excess capacity, 
but I doubt that the capacity will eventually be in excess; it is about a 
year early. That is the result, Mr. Taber. 

In the Army and in the Navy we aim to hold the training capacity 
to their actual requirements. We aimed to do that in the Air Force, 
but they did not quite meet their recruiting and manning goals. 

Secretary Loverr. The Air Force, instead of 1,061,000 by next 
June had 897,366 actually on December 31 and they will reach 
973,350 by June 30, 1952. And their total strength by June of 1953 
will be 1,061,000. So that they will have caught up with the facilities 
by then. 

Mr. Taser. I am going to ask you to submit for the record the 
number of training spaces that is, the capacity of each of the facilities 
that you have at the different spots and the number that are occupied 
by recruits at this time, in each of the services. 

Secretary Loverr. Yes, sir; shall we collect them from the three 
services and submit them to the committee? 

Mr. Taser. If we could have them all in one block I think it would 
be better. 

Secretary Loverr. Very well, sir. 
Mr. Garwtock. We shall get that. 
(The information requested was supplied the committee.) 


DiscREPANCIES IN PurRCHASE Prices or Like ITEMs 


Mr. Taner. There is a bill pending before the Armed Services 
Committee that relates very sharply to a good many practices of the 
armed services, a bill introduced by Mr. Anderson of California, with 
reference to the purchasing practices in the services. I do not know 
whether you are familiar with it or not. It is based on such matters 
as this one; and the testimony that the committee has taken seems to 
bear it out. 

Secretary Loverr. Are you referring to the cataloging bill? 

Mr. Taser. It might require cataloging. 

Secretary Loverr. | think I am familiar with it, Mr. Taber. 

Mr. Taser. According to my information the ordinary 25-watt 
electric bulb which sells on the market for 10 cents was costing the 
Army engineers 11 cents, the Medical Corps 13 cents and the Signal 
Corps 37 cents. That is almost a fantastic story and it would seem 
that there was a screw loose somewhere to permit such practices. 

Secretary Loverr. Mr. Taber, I think the instances you refer to 
are those in which a report was released a short time ago, the so-called 
chamber of horrors. It deals with 10-penny nails, with electric light 
bulbs, with engineering T squares, and carpenter squares. The 
services have been into that and have a prepared statement covering 
each of those items. I have not seen the statements, but they will, of 
course, deal directly with the points that you raise. 
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Very frequently there is a difficulty in identifying, say, 10-penny 
nails, because some are rosin-coated, some are galvanized, some are 
electro-dipped, or whatever the trade name is. They have different 
treatments depending to a certain extent on the area, on the climate 
of the country where it is used. Those things will be exposed to your 
committee fully. 

One of the explanations, in addition to the lack of existence of an 
adequate central cataloging system at the present time is that there is 
always local procurement of small items. For example, they might 
need an electric light bulb on some post in New Mexico. It would 
cost more to get the light bulb out to them than it would to go down- 
town and buy a dozen light bulbs. But in that instance they would 
pay the retail price as compared with the wholesale price when bought 
in very large numbers. 

Mr. McNem. Mr. Taber, in the case of the 37-cent purchase, that 
seems to tie in with one of the light bulb exhibits. We looked into 
that and Mr. Garlock could comment on that. 

Mr. Garuock. The information we get back indicates that it was 
a purchase made in small quantity specially packed into a special 
kit of equipment for overseas shipment. It was the extra packing 
and handling that cost the money and not the light bulb. That was 


an isolated case and as I recall it represented less than 25 bulbs that 
were involved in the whole procurement. 


NUMBER OF PROCUREMENT AGENCIES 


Mr. Taser. There are 15 separate procurement set-ups, as I 
understand it. It does seem that there could be a very substantial 
saving if they were thrown together. Do you have any inventory 
of what the Ar my has so that you would know whether or not it should 
buy things? 

Mr. McNum. Let me try to answer the question that you posed 
first; that was the number of agencies making purchases? 

Mr. Taper. Yes. 

Mr. McNett. When Mr. Forrestal was Secretary of the Navy he 
probably spent more time on that problem than any other single one. 
His conclusion, and the one that was adopted in the Navy at the time, 
was that all standard stock common-use items would be bought by 
one agency, which was the Bureau of Supplies and Accounts; that other 
items of technical types, as, for example, aircraft engines and spare 
parts, would be purchased by the Bureau of Aeronautics; that there 
would be no overlap between the two, so that while there were two 
purchasing agencies, there was only one in any particular field. 

Ordnance would procure ammunition and fire control. The Bureau 
of Ships would procure landing craft and related items. The intent 
was that there should be no overlapping in the buying of the same 
item. That was true except in the case of a few items in medical 
stores; in the case of blankets, for example, the medical people 
bought blankets and so did the Bureau of Supplies and Accounts. 
But the blankets were not identical items, One was a blanket that 
could be used in hospitals and the other was a rougher blanket for 
regular or field service. They were duplicates in name only. 

In the Air Force, the procurement is at Wright Field. In the Army 
you will still find that nails are procured by three, four, or five of the 
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technical services. The Army is currently working on the problem 
of common-use standard items purchased by each of the technical 
services but they have not gotten the answer as yet. The answer is, 
I believe, the early incorporation of such items into the Army stock 
fund. 

Secretary Loverr. There is, of course, single-agency procurement, 
Mr. Taber, or cross-servicing between the Departments. That did 
not exist a few vears ago, but it does now. The Navy, for example, 
will be the responsible procurement agency for, we will say, Pratt «& 
Whitney engines. The Navy may be the contracting agent for a 
type of Douglas aircraft. There is that cross-servicing. 

[ think one other important point here is that inventory control 
under the old system in the Army seems to me to be virtually impos- 
sible to obtain. I think you have to have a modified corporate ac- 
counting system in order to get any accurate inventory. It has been 
my experience since | have been down here these last 15 months that 
the Navy has a very accurate idea of inventory; the Army does not. 

Mr. McNetv. That is correct, sir. The inventory figures are fre- 
quently incomplete. 

Mr. Taser. What about the Air Force? 

Mr. McNett. It is very much like the Army, because the two 
services grew up together and only separated recently. The Air 
Force is making every effort to get their inventory in some kind of 
working control, but when they became a separate service, they were 
operating under the same procedures as the former War Department. 


Miuuirary Sea TRANSPORT SERVICE 


Secretary Loverr. They have welcomed the improved manage- 
ment which we recommended last year and are endeavoring to put 
it in. I think on this subject one of the most illustrative cases I 
know of is the case in which members of this committee took an 
active part in supporting us. ‘That was in the Military Sea Transport 
Service. We have had a rather dramatic proof of the effectiveness 
of the corporate type of management. Mr. McNeil, would you tell 
the committee about the actual happening there? 

Mr. McNeru. Yes, sir. The Military Sea Transport Service is a 
combination of the Transport Service formerly operated by the Army 
and the Transport Service operated by the Navy. Since its “incor- 
poration’? in a manner similar to private business accompanied by 
the installation of an improved financial system with ‘‘customers’’ 
actually paying for the service rendered—we have seen some very 
startling impcovements. For example, a year ago, a statement of 
expected tonnages to be shipped would be furnished the Sea Trans- 
port Service. On that basis they would schedule perhaps more ships 
than necessary to handle the cargo. At that time there was no definite 
setllement that had to be made and no particular incentive for accu- 
rate forecasts. It was somewhat immaterial whether some of the 
siips came into port and and laid at anchor waiting for a cargo. In 
oiher words, if there was an error or a miscalculation, no one had to 
pay a penalty. 

We established a system, very similar to what we would expect to 
find in private business, so that if tonnage was scheduled through 
San Francisco and the cargo did not arrive for 10 days, and the ship 
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laid at anchor, a charge would be made for the cost of the ship’s idle 
time which, in the case of a Victory ship would run about $6,000 a day, 
to the ordering service. 

Last August a year ago, computations and scheduling were carried 
on very much as in years past, and as a result, there were 43 ships, 
at one time, lying at anchor without cargo. That happened all during 
World War Il. Compared with that, July and August of this year 
shows a picture that is quite encouraging. Through July and August, 
because of having to settle and having to pay the bill for demurrage, 
the Army and the Navy and Air scheduled their tonnage through 
San Francisco with sufficient accuracy that no ship had to wait for a 
cargo and at the same time no cargo remained on the dock during 
this period. 

The savings there were tremendous. The procedure is the same 
that you and I would experience if we paid demurrage to a railroad 
company by asking for a car to be spotted by a grain elevator, which 
we did not use. If we did not unload it in time, we would pay the 
demurrage. Presently a simple but complete schedule of tariffs is in 
preparation for adoption on July 1, 1952. 

We are installing systems of that kind in order to put good business 
practices into our day-to-day operations. I could carry on with 
other examples, but that is one of the dramatic improvements of the 
last year. 

Mr. Scrivner. The only trouble with that is that seldom do we 
see any savings reflected in decreased requests for transportation. 

Secretary Loverr. You mean in the transportation accounts? 

Mr. Scrivner. Yes. 

Mr. McNett. I think for the first time we can point to a saving 
this year because, in the maintenance operation category for the 
Army and Navy, even though their operations are somewhat larger 
than last year, the request for funds in the category, which includes 
transportation, is less than last year. 

Mr. Scrivner. That will be interesting to see. 

Mr. Manon. The committee will convene at 10 o’clock in the 
morning. Thank you very much, Mr. Secretary. You have been 
very helpful. 


WeEDNEsDAY, JANUARY 23, 1952. 
MEMBERSHIP OF THE DEFENSE SUBCOMMITTEE ON APPROPRIATIONS 


Mr. Manon. The committee will please be in order. 

Mr. Cannon. Mr. Chairman, the estimates of expenditures for 
the armed services for the coming fiscal year are the largest ever 
received in time of peace. They exceed any ever received except 
with the exception of two at the height of World War II. 

In view of the fact that the Congress expects to adjourn this year, 
jefore the national conventions in July, it will be necessary to expedite 
consideration of all appropriation bills. We hope not only to expedite 
it but also hope to give it more careful and detailed scrutiny with a 
view to cutting or eliminating any funds that can be reduced or taken 
out without militating against national defense. 

For that purpose we are appointing subcommittees to hold hearings 
simultaneously. After the full subcommittee hears the Secretary of 
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Defense and the Secretaries of the Army, Navy, and Air Force, on 
matters which concern all the services, the subcommittee will then 
divide into four committees, each taking its room and its clerk, and 
each to continue the hearings on its branch of the service. At the end 
of these hearings, they will return and the subcommittee will re- 
assemble and mark up the bill. In that way we hope to cut the time 
necessary for consideration by approximately two-thirds and make 
any reductions in the estimates warranted by the testimony. 

The personnel of the committees will be as follows: 

Air Force: Mr. Mahon as chairman, Mr. Gore, and Mr. Taber. 

Navy: Mr. Sheppard as chairman, Mr. Fernandez, and Mr. Wiggles- 
worth. 

Army: Mr. Sikes as chairman, Mr. Flood, and Mr. Scrivner. 

Construction: Mr. Riley as chairman, Mr. Furcolo, and Mr. Davis. 

The hearings will be printed and distributed at as short intervals 
as possible so that each subcommittee may be familiar with the pro- 
ceedings in the other committees. 

Also, in order to apprise the Senate as to the progress we are making, 
and to permit them to start work and hold hearings simultaneously, 
we will provide them with copies of our hearings, and at the same time 
release them to the press. 

We shall have to ask the Department to be prepared to present all 
three services, Army, Navy, and Air Force, simultaneously. 

Mr. Manon. Mr. Chairman, I think we might supplement your 
statement by saying that the full committee would hear the Secretaries 
of the three services, and the Chief of Staff and the budget officer, 
in order to get the over-all picture; that they would not go below that 
level. 1 believe that was our understanding about that yesterday. 

Mr. Cannon. How long do you think that would take? 

Mr. Manon. I think it would take perhaps 2 days for each service 
on that basis. 

Before going further into that, I assumed that Mr. Lambert will 
remain with the chairman of the committee as clerk for the full 
committee. 

Mr. Cannon. Mr. Orescan will take the Air Force; Mr. Wilson, 
the Navy; Mr. Lambert, the Army; Mr. Donelly, construction; and 
Mr. Lambert will remain as the clerk for the full subcommittee. 

(Discussion off the record.) 

Mr. Manon. Now, Mr. Chairman, with regard to the speed with 
which we may proceed with the hearings. The Air Force people were 
down the other day before us and we talked with them about when we 
could get started. We explained to them that we wanted to get 
started as soon as possible. General Asensio and General Stone 
asserted that they could not possibly give us a breakdown of the 
budget requirements for heavy procurement and airplane procure- 
ment, things of that type, until about the 15th of February. We were 
disappointed at that and concerned about it, because it would slow 
us down. I was informed by General Decker last week that possibly 
they would be ready with some of their staff before too long. 

I have talked to the Navy people, but I am not quite clear as to 
when we can actually get into the details of this budget, particularly 
in the broad procurement fields, where the big money is. 

Mr. Cannon. We have always found the Army, the Navy and the 
Air Force equal to any emergency. They have been ready for Mr. 
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Stalin any time he might drop in for a call. Certainly they will be 
just as efficient and just as prompt when we ask them to expedite 
consideration in the committee. I am certain they understand we 
cannot wait until February 15. 

Mr. McNem. May I make this suggestion, sir, which I think will 
fit into your schedule? You are going to hear the three Secretaries 
and the budget officers in order that the full committee may get the 
picture. In order to give us time to work out some of the operation 
and maintenance and procurement program details, you might begin 
with military personnel, clothing, National Guard, Reserve forces, 
and by that time, without any break in the schedule of the hearings, 
we could pick up operation and maintenance and procurement. |] 
think they would be ready at that time. 

Mr. Cannon. That would be very satisfactory. 

Mr. Stxes. Mr. Chairman, I think we should be clear about this. 
Is each of the services to be ready to proceed with hearings at that 
time or only one service? 

Mr. McNett. | think on military personnel, pay and allowances, 
subsistence, travel, transportation, and so forth, all three military 
departments will be ready. ‘ 

Then we could take up the Reserves, the National Guard, the re- 
search program, operation and maintenance, for each of the three 
services and then procurement for each of the three services. 

Mr. Sixes. However, by pushing the Services into hearings before 
their material is ready to come to us, we may be in a position of forcing 
them to pick figures out of thin air and then trying to justify that 
particular figure by building their testimony around it. 

Mr. McNett. The schedules that I referred to for operation and 
maintenance would be ready somewhere around the 15th of February 
for the Air Force and the Army. 

Mr. Cannon. But in the meantime there is material which can be 
submitted and on which these subcommittees can be working? 

Mr. McNetu. Yes; military personnel will be ready. The Reserve 
forces will be ready. The National Guard will be ready; those cate- 
gories, which do take some time. 

Mr. Scrivner. | think there are other things to be considered. 
The chairman is a strong advocate for economy. We are all working 
for that. I can see where possibly some time can be saved under this 
suggested program, but I am very skeptical of the possibility of 
saving any money. 

This plan is a step backward in that during the past years we have 
been working up to a unified presentation of military needs to one 
committee that has a grasp of the whole military picture. Now it is 
proposed to break it up into three or four parts. 

Mr. Cannon. As stated in the beginning, there are two purposes 
in this proposal, two objectives to be served. One is to expedite 
consideration. The other, through the opportunity for more detailed 
study, to find spots where we can cut the estimates. 

Of the two the most important is to cut this bill down without 
prejudicing national defense. 

The budget submitted contemplates 4 deficit within the first period. 
It is possible, however, if not probable that we have underestimated 
the Federal income. And surely the estimates for national defense, 
involving billions of dollars, will be susceptible of curtailment. 
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That being true, our immediate objective this year is to be in the 
black at the end of the fiseal year instead of in the red, as the budget 
anticipates. And if our national income continues to increase, and 
we can cut this bill sufficiently, we will be able to end the fiscal vear 
with a balanced budget. That is the blueprint before us at this time 
and that is the principal reason for separating into committees for a 
more detailed study of the estimates. 

Mr. Scrivner. | hope it has that result, but I am not nearly as 
optimistic as is the chairman. 

Mr. Cannon. There is one promising feature that gratifies me 
and makes me think we can do it and that is that we will have the 
cooperation of my distinguished friend from Kansas whom I have seen 
operate on budgets in the past. 

Mr. Scrivner. And I have often had the chairman’s help. 

Mr. Cannon. We are comrades in arms. 

Mr. WieeLeswortn. Mr. Chairman, I understand that the chair- 
man of the full committee has authority to appoint the sub-subcom- 
mittees that he has just announced. As far as the record is con- 
cerned, however, I want it to be perfectly clear that in my judgment— 
and I think | speak for the minority members of the committee—the 
proposed step is a very great mistake. 

I think it is wholly without precedent to have the requests of any 
one of the armed services of this country considered by so small a 
group as two majority members and one minority member. 

What is needed is more consideration rather than less. 

I consider this step a backward step, a reactionary step, departing 
from the whole concept of the unification of the Armed Forces. 

I think it is a step that is likely to prove destructive of what might 
be done in the direction of efficiency and economy. 

I just want to make that clear on the record. 

Mr. Cannon. Mr. Chairman, let me say in response that after all 
hearings are completed and the subcommittee is reassembled, each 
man on the committee will have his opportunity to move to cut any 
item, or to move to make any other change in the estimates which 
he wishes to submit to the whole subcommittee. The subcommittee 
will then have the opportunity, and | trust will take advantage of 
the opportunity, to make any reductions the justifications warrant. 

Mr. Wiceieswortn. I do not think there will begin to be available 
the information that this committee as a whole would have if the bill 
were handled as it has been handled previously. 

Mr. Manon. Mr. Chairman, as I understand from previous con- 
versations, this is not a permanent reshuffling of the committee. 

Mr. Cannon. This is a temporary expedient to meet an emergency 
and is for this year only, with no commiiments for the future. None 
of these appointments are permanent. 

For some years this bill has been the last one reporied out. It 
involves so much money and such a wide field of activity that it is 
physically impossible to get it out in time. There are billions more 
involved in this one bill than in all the rest of the appropriations made 
by Congress combined. Of course, it represents a field of activity as 
wide as the world, much more extensive than that covered by any 
other of the committees or subcommittees. It is just too big a job 
for us to complete within the fiscal year, as demonstrated by past 
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experience. Certainly it is too big a task to complete before the 
national conventions this year. For that reason it is merely temporary. 

Mr. Manon. We shall proceed, Mr. Chairman, and do the best job 
we can, [ assure you. 

Mr. Cannon. We have always been able to depend on you and 
your committee. Work as fast as you can and cut as deep as you can. 

(Discussion off the record.) 

Mr. Srkes. It is understood, is it not, that the full subcommittee 
is going to hear the Secretariat of the various services, the Chief of 
Staff of each service and the budget officer of each service? 

Mr. Manon. Yes; and if we need to hear anybody else jointly, we 
shall. For example, there may be Members of Congress who will have 
complaints or suggestions, and we shall hear them as a full subecom- 
mittee, because those statements will cover all three services. 

Mr. Stxes. Afterward the committee will divide and hear the 
departmental breakdown of each service, and then return to full 
subcommittee status for the mark-up? 

Mr. Manon. Yes. Not only that, but I think I may assume the 
authority to call the subcommittee together at any time, at any stage 
of the hearings, for discussion of anything that has to be decided upon, 
without objection. 

Mr. SuHepparp. Mr. Chairman, I am very much intrigued with the 
mechanism that is proposed. I would like to say this to my col- 
league, if | may. It appears to me that there are some matters that 
have been put in circulation around here that will possibly have some 
bearing on the ultimate result and in order that the members of the 
committee may not be embarrassed, I think very frankly we should 
have presented to us before we go into our hearings complaints from 
other committees and reports of investigators, and so forth, having to 
do with the services, in order that we may be fortified with a premise 
upon which we can interrogate those with whom we will have to dis- 
cuss the subject matter. 

Mr. Manon. I think the gentleman is correct. 

I should like to say this before we proceed further with hearing 
the Secretary of Defense this morning. I am happy to have with us 
the new recruits to this subcommittee. It is a difficult job with which 
we are confronted. It is almost an impossible task. We will have 
to work together and do our best. I want you to know that on both 
the Democratic and Republican side we are happy to have you join 
with us in this difficult and important assignment. 


DIVULGING OF CONFIDENTIAL INFORMATION 


There is one thing I should like to say in boxcar letters, so to speak. 
Frequently around the Capitol secrets leak out of committees, not 
within days, but within hours after they have been presented to a 
committee by witnesses. So far as I know this subcommittee has 
kept absolutely every secret entrusted to it. Newspapermen neve 
assemble in front of these doors because they know there is no news 
here. We have never had any trouble. 

I think the gentlemen who appear before us know, and have stated 
for the record many times, that they can talk with us in complete 
confidence, because we have never betrayed their confidence and have 
never given out secrets directly or indirectly. 
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We must retain their confidence and they will have to be frank with 
us or else we will not get the facts. But, of course, if they give us 
confidential information and it appears in the papers later, it causes 
embarrassment to everybody and everybody will be hurt by it. 

So let me try to make it as clear as possible that no member of the 
committee, under any circumstances, will reveal anything that trans- 
pires at the hearings until the hearings are completed and the bill 
marked up. And after that, of course, no secret information will be 
given out. I think we are all in accord as to that. 

If there is nothing else to be presented on this subject at this time, 
we shall proceed to hear Secretary Lovett. 

Mr. Manon. Will you proceed, Mr. Wigglesworth. 

Mr. Wiaeieswortn. Mr. Chairman, obviously the fundamental 
justification of the requests by the armed services depends, in the 
last analysis, on major policy which it is impossible to go into on the 
record and which it is probably difficult to go into in adequate detail 
off the record. I should like to go just a little further off the record, 
however, than we did yesterday in respect to major policy and the 
basis for the blue prints for each of the three services. 

(Discussion off the record.) 


QUESTION AS TO PROPER EMPHASIS ON CERTAIN PROGRAMS 


Mr. WicGteswortn. Further with respect to the matter of over-all 
policy, the appropriations called for, of course, are directly dependent 
upon what type of weapon or facility we decide to acquire. 

The question has recently been raised as to whether or not the 
proper emphasis is being placed on our large-bomber program in view 
of its vulnerability. I wonder if you would care to comment on that 
off the record? 

Secretary Loverr. I would. 
(Statement off the record.) 
TANKS 


Mr. WiaciesworTu. Would you also give us a word as to the 
tank picture off the record? 

Secretary Lover. Yes, sir. 

(Statement off the record.) 


EFFECT ON BUDGET OF BREAKDOWN OF TRUCE NEGOTIATIONS 
IN KOREA 


Mr. Wiceiesworrnu. Are there any questions of major policy 
under present conditions which are unsettled and which might affect 
the requests before this committee, either Npward or downward? 

Secretary Loverr. Yes, Mr. Wigglesworth. There is a_ very 
important one; and that, of course, is the status of the truce negotia- 
tions in Korea. 

Mr. Wiceiteswortn. Would you tell us something about that, 
either on or off the record? 

Secretary Loverr. First, on the record, if those negotiations break 
down, then there will be an immediate upward effect on the budget. 
(Discussion off the record.) 
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DELIVERIES OF HARD GOODS 





Mr. Wiaateswortnh. You have told us that about $20 billion 
worth of hard goods had been delivered up to the end of the calendar 
year, I think. 

Secretary Loverr. Yes. 

Mr. Wiacitesworts. How much behind are we, from a deliveries 
standpoint, in our program? 

Secretary Loverr. If we measure it by expenditures, we are sub- 
stantially on schedule, based on our 1952 estimates as we were on 1951. 
I do not think that is a fair measure by itself, because it includes work 
in process and not in end items. On the end-items basis it is a very 
spotty picture, particularly in certain important items. 

(Discussion off the record.) 

There has been very great progress made in production, but it is 
spotty; and, in my opinion, unsatisfactory on the items that we most 
need. 

Mr. WicGLeswortu. Have decisions as to design become firm now, 
generally speaking, or are there going to be constant changes in design 
that will tend to slow up production? 

Secretary Loverr. They are very much firmer now. The most 
healthful thing that has happened, in my opinion, has been, at long 
last, the development of a comprehensive priority list. We have that 
and we have a so-called “S’’ list, an overriding priority list; and Mr. 
Bedford, who is now a Special Assistant to the S Secretary of Defense, 
is charged with expediting production. As a result, the outlook is 
very promising. 

(Discussion off the record.) 


BASIS ON WHICH SUPPLIES AND EQUIPMENT ARE FURNISHED 
OUR ALLIES 


Mr. WicGieswortrs. A question on the tables of organization: 
In the hearings last year, I at least got the impression that we were 
supplying our allies overseas on the basis of our own tables of organ- 
ization, whether or not applicable in another country 

I also got the impression, with no expert knowledge, when we got 
into certain things like the number of trucks required per unit, that 
evep our own demands based on our tables of organization were 
excessively high. 

My question is, Does the Department of Defense give consideration 
to our tables of organization, both in respect to our own actual needs 
and to those of our individual allies? 

Secretary Loverr. Yes. 

First, on the domestic side: In connection with the running review, 
and particularly the financial control which the budget preparation 
gives us, there have been substantial reductions from the amount of 
equipment initially asked for. You are correct, Mr. Wigglesworth, 
as to the situation with respect to the military aid a year ago. That 
situation does not exist at the present time as a result of the so-called 
Temporary Committee of the Council, which General McNarney 
headed in the Paris meeting. There has for the first time been drawn 
up a program and their needs related to their customary requiremerts 
rather than the American standard. 
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DISPARITY IN UNIT COSTS OF COMMON ITEMS OF SUPPLY 


Mr. WicGLeswortu. A final question on unit costs: Does the 
Department of Defense in its over-all capacity attempt to exercise 
supervision with a view toward securing uniformity in unit costs 
between the several branches of the armed services and with the 
intent of making sure that those costs are within reason? 

Secretary Loverr. On the common items of supply, there is a 
reasonable method of comparison. On the unique and specialized 
weapons, there is no appropriate yardstick. 

For example, we could not measure the cost of an aircraft carrier 
against anything within our experience other than some other carrier. 
The same is true of the heavier aircraft. It is not true of the light 
aircraft. 

The Munitions Board and the Comptroller, to whom the DD-436 
forms must be submitted for major items, endeavor to exercise some 
judgment as to the degree of cost applicable to a particular item. 
They do have the advantage of seeing the other comparable items, 
and that has, I think, improved during the past year. 

I would not want vou to feel, however, that the problem has been 
licked, because it has not, and there will always be, because of the wide 
dispersal of these establishments, instances which look utterly ridicu- 
lous. Some of those will be brought to vour attention as a result of 
the questions which were asked yesterday and which Mr. MeNeil is 
investigating now. 

Incidentally, it will take somewhere between 3 and 4 or 5 days to 
get the infermation that Mr. Taber requested from the three services, 
but we are obtaining that. 

Mr. Scrivner. Mr. Secretary, your grasp of the intimate details 
is quite refreshing. Again, we run into the limitation of time. We 
have one of the most interesting and best-informed witnesses on the 
whole picture before us that we will probably have. I will try to make 
my questions as brief and as much to the point as possible. 

In your statement you referred to 52.1 billions. My recollection 
was that it was 52.4. 1 assume the $300 million is in some other 
item that you do not consider as Department of Defense? 

Mr. Gartocx. The larger figure includes cash to liquidate previous 
contract authority; $52,066,000,000 is the amount of new authority 
requested in this budget. 


PROPOSED SUPPLEMENTAL BUDGET FOR 1953 


Mr. Scrivner. Now, this is the fiscal 1953 budget. What other 
requests do you anticipate may come before the Congress during this 
fiscal year from now on? 

Secretary Loverr. From the military departments? 

Mr. Scrivner. Yes. 

Secretary Loverr. If the cost-of-living bill for the military depart- 
ments is enacted, substantially in the form as passed by the House, a 
supplemental request will be submitted for an amount estimated at 
$832 million for the active forces. 

Mr. Scrivner. In other words, that is the pay raise? 

Secretary Loverr. Yes. There will be submitted also a request 
for Public Works. Although not a Department of Defense request, 
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there will be, no doubt, a request for expansion of the atomic-energy 
program. ‘The military will have, however, a vital interest in this 
request. 

Mr. Scrivner. I am speaking of this bill. . 

Mr. McNrem. The estimates that will be submitted to you for 
immediate consideration total about $48.5 billion of the $52 billion 
indicated in the budget document. Subsequently, there will be two 
items submitted, the total of which presently is estimated at $3.5 
billion, which is intended to cover the pay increase and public works. 

Secretary Loverr. Public works, however, is not in the budget 
request now before this committee. 

Mr. McNett. All those are, however, in the total of the $52 
billion. 

Mr. Scrivner. How much is the public works? 

Mr. McNetz. Presently the program is being formulated. The 
budget document indicated an amount in the neighborhood of $2.5 
billion, or perhaps a little more. $3.5 billion for public works and 
the pay raise was the estimate of the Bureau of the Budget at the 
time of the budget submission. 


KOREAN COSTS 


In addition, there is an item that affects 1952, and that is the 
probability that within a month there will be a submission of a sup- 
plemental request, presently estimated at about $1.5 billion, covering 
essentially that portion of the Korean costs that we could not absorb 
within our present funds. 

Mr. Manon. Make it plain to Mr. Scrivner that you are talking 
about the fiscal year 1952 with respect to this $1.5 billion, and if you 
add that to the $52 billion budget for the fiscal year 1953 then you 
have about $53.5 billion for the Army, Navy, and Air Force which 
you may request appropriations for at this session of the Congress. 
Am I right? 

Mr. McNett. But it is actually a fiscal-year-1952 item. Last year 
I think we were all clear on one point, and that was that we did not 
include anything specifically for combat operations in Korea in our 
1952 budget; therefore, the $59.4 billion appropriated last year was 
short by an amount estimated at $1.5 billion. 

Mr. Scrivner. In connection with Korea, we were told, I think, 
that was a United Nations action as distinguished from a United 
States action, and that, while the United States was immediately 
supplying what the other forces needed, much of that was to be at 
the expense of those other nations. As of now, is there anyone who 
can advise us as to how much of that bill has been paid to us by these 
other countries? 

Secretary Loverr. I do not know of any accurate figures on that, 
Mr. Scrivner. 


Mr. Scrivner. Let us make this a request:.that, when and if the - 


supplemental does come up here for additional Korean costs, that 
information be available at that time. That will give you some time 
to look it up. 

Secretary Loverr. We will try to get that. 

Mr. Scrivner. Of course, I am skeptical enough that it will not 
be a very great contribution. 
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Secretary Lovett. Their contributions are in the pay of their own 
troops. For example, the British troops, the French, the Greeks, the 
Turkish, and others. The British have carriers, cruisers, and destroy- 
ers out there, or the British Commonwealth has; and they pay the 
full cost, of course, of that. 

Mr. Scrivner. When the supplement comes up, that detailed 
information can be made available. 

Secretary Loverr. Very well. We will do our best. 

Mr. Scrivner. That will give ample time. 

Mr. McNet. I might mention that some of that will be difficult 
to furnish in terms of dollars, because we will not know what the 
British have spent. We can, however, identify the forces they are 
themselves supporting in full. The British Fleet is not a charge to 
the United States because anything we furnish to them is on a reim- 
bursable basis. 


ESTABLISHMENT .OF PRIORITIES FOR MATERIALS 


Mr. Scrivner. Now, there has been some feeling, possibly justified 
on the part of the defense forces, that all the allocation of materials 
up to now given the military is just another hunting license. Does 
that condition still exist or has that been remedied? 

Secretary Loverr. That has been materially improved, Mr. 
Serivner, as a result of the better working of the controlled materials 
plan which has only been in operation 6 months. It went in to opera- 
tion the 1st of July. It should now work better, particularly as a 
result of the establishment of priorities. 

Mr. Scrivner. Which took effect January 2. 

Secretary Loverr. Which has really been in operation less than 3 
weeks in a formalized way, but which has had an effect within the 
Department since November. There is improvement in it. 

Mr. Scrivner. In the immediate future there should be consider- 
able improvement in that situation? 

Secretary Loverr. It has been considerably improved. There is, 
of course, room for substantial improvement in the CMP allocations 
even today. 

Macuine Toon Situation 


Mr. Scrivner. Yesterday, in response to a question by Mr. Wig- 
glesworth, you referred to an item of slippage, and if my recollection 
is correct you made some statement to the effect that part of it was 
due to the bad handling of machine tools. Now, from what I have 
learned talking to some of these people who are being called upon to 
produce these war items, the machine tool hurdle seems to be the most 
difficult one to get over. What has been done to correct that bad 
handling situation? 

Secretary Loverr. The machine tool situation is still a most critical 
one, Mr. Scrivner, from the point of view of getting production 
rapidly. Shortage of basic materials, however, is the biggest choke 
point today. The machine tool situation was materially improved by 
releasing from the amounts stored after World War II tools set aside 
by the Air Force, the Army, and the Navy. The effect of that has 
been quite notable, but many manufacturers would prefer to get a 
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new tool rather than to take a second-hand tool and it has taken some 
effort to get them to use temporarily, at least, the second-hand tools. 

Mr. Scrivner. In addition to that, it is a fact that many of these 
things they are being called upon to produce now are so much different 
from those produced during World War II that the old tools are not 
adequate for the purpose? 

Secretary Loverr. That is right. The special purpose tools are in 
very short supply. 

Mr. Scrivner. Off the record. 

(Discussion off the record.) 

Mr. Scrivner. On page 5 of your statement you say: 

We have tried to bear in mind that in preparation against the dangers of a 
hot war we must not be trapped by our own efforts into losing the cold one. 

Perhaps I do not understand all that I should, but I do not get 
your distinction. 

Secretary Loverr. I mean if the world situation remains about as 
it is today I suppose that would be loosely defined as ‘cold war’; 
that is, the Russian Armies are not on the move and we are not in 
world war III. 

Mr. Scrivner. I do not see how you can call a war in which we have 
105,000 battle casualties a cold war. At least to those men it is a 
pretty hot one, except for the winter temperature in Korea. 

Secretary Loverr. I was going to come to that. Suppose that the 
Korean war terminates, we would still be in a period of cold war 
because vou would have the tension in Indochina, the problem in 
Iran; you would have Egypt and the constant threat of the Soviets. 

Now, that may continue over an indefinite number of vears. If we 
get a rate of military production and a level of military forces that is 
too high in this country, we can put such a burden upon the taxpayer 
over here that he will not be willing to support that military posture 
over a period of vears during the so-called cold-war time. That is 
what I mean. 


FUNDS REQUESTED FOR CONSTRUCTION 


Mr. Scrivner. Further down you talk about the fact that it is 
necessary to double the output of hard goods and construction. We 
understand the definition of hard goods, but what construction do you 
anticipate it will be necessary to double between December 31, 1951, 
and December 31, 1952? 

Secretary Loverr. That is the total, including production and con- 
struction facilities—the total amount. They are not separately 
doubled. 

Mr. Scrivner. You are talking about the construction of what? 

Secretary Loverr. The construction of facilities. 

Mr. Scrivner. Both productive and military? 

Secretary Loverr. Yes. 


FUNDS FOR NEW CARRIER 


Mr. Scrivner. Would there by included the report carried in the 
paper of a request for the construction of new carriers and other naval 
vessels, which I think were not included in my request for additional 


Perm 








PEM See ee 












co 


vi 


of 


in 








Je 
yu 
l, 


n- 
ly 


he 


al 





contemplated spending? There was nothing said about a new carrier. 











137 


Was that included in this budget? 

Secretary Loverr. There is another large carrier in this bill. 

Mr. Scrivner. Already in the bill? 

Secretary Lovett. Yes. 

Mr. Scrivner. There are other questions, Mr. Chairman, but in 
view of the passage of time I will forego any further questions. 

Mr. Manon. Mr. Secretary, yesterday I did not complete a series 
of questions I wanted to ask. 


ANSWERS TO CRITICISMS OF THE DEPARTMENT OF DEFENSE 


We are constantly confronted with criticisms of the military people 
in the Department of Defense. We are disposed mercilessly, perhaps, 
to criticise military officials for the mistakes they make. 

On the other hand, we do not want a distorted picture. We do 
not want criticism given when none is due, and we want to under- 
stand to what extent the criticisms are warranted. 

We are going to have before us various people who will give us 
their criticisms of the Military Establishment and their views as to 
how conditions might be improved. 

Now, over in the Senate there is a Senate subcommittee of the 
Armed Services Committee, and there are other committees of in- 
vestigation in the Senate. We have a staff which has been investi- 
gating various aspects of the military program for this subcommittee. 

The Armed Services Committee of the House is carrying on an 
investigation and the Expenditures Committee of the House is carrving 
on an investigation. 

Now, it would be nonsense to have all these investigations without 
actually channeling the worth-while information into this subcom- 
mittee where the actual money bill ts in the first instance written. 

Last year we were exploring various shortcomings of the military 
people, as we usually do, and I asked the Ordnance Department of 
the Army to give us the story as to the accuracy of a certain criticism 
which had been leveled at Ordnance. They gave me an incorrect, 
totally misleading, and indefensible report. The officer who actually 
gave it to the committee was a very high type gentleman and as 
honorable as any man could be expected to be, but he had gotten his 
information from down the line. 

I was in the act of using this illustration as one where the people in 
the military department had been unjustly criticized, but I was a little 
skeptical, and one of the clerks of the committee was sent to the 
Pentagon to double check. When he finished his double checking 
the Ordnance people came up and said, ‘‘Well, we did not give you the 
right story; we are sorry.”’ 

We had a similar experience with the Air Force. Not that the 
top people in the Air Force were trying to mislead us, but the people 
down the line gave to their superiors information which was trans- 
mitted to us which was not worthy of credence. 

Now, when we get something from the Department of Defense we 
cannot send somebody out to check and double check everything all 
over the face of the earth. We are entitled to have a reasonably free 
channel to get correct information from the Department of Defense. 
You see the situation that we are in. 
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Now, it is the first law of nature for any human being, I would say, 
when confronted with criticism, to try to defend himself and play up 
the good points in his favor and play down the bad ones. That is 
human nature, so when the military people at the top say, “What 
about this criticism Joe Doakes has made,” you very often get at the 
top in the Department of Defense a distorted answer. They do not 
answer all the questions. If the accusation is that Mr. X robbed Mr. 
Y on Tuesday and officials report back and say that this is positively 
not true, he did not rob Mr. Y on Tuesday, it may develop later on 
that Mr. X robbed Mr. Y on Wednesday. This is sharp practice. 

Now, you are a very busy man. You cannot run down all these 
things, but I want you to be aware of this problem and have some of 
your best people help us with it. 

Now, criticisms have been made about the “chair corps.”’ Criticisms 
have been made about the lag in production. We know something of 
that. Criticisms have been made about golf courses. Criticisms have 
been made about the dormitories being too lavish, or rather the 
barracks being too lavish. Criticisms have been made that somebody 
was contemplating using 200 pounds of stale coffee as a sweeping 
compound. 

There are various criticisms that have been made. We do not 
want to condone or defend waste, but we want the true picture as 
nearly as we can get it because we want to use these investigations in 
such a way that the committee may promote efficiency and economy 
and make the money we are spending on these investigations pay 
dividends. 

I am sure that you are in complete sympathy with our situation. 

Now, this question, I believe, we were discussing yesterday about 
the Navy paying so much for light bulbs and the Army so much for 
this item, and the other services pay a different price. Of course, 
citizens in Washington, Baltimore, and San Francisco, when they go 
to buy something pav different prices, but, of course, when the military 
people are buying items in large quantities there should not be too 
much variation if they are buving it all at the same place and at the 
same time. In other words, if somebody buys ten light bulbs at a 
certain price in Seattle and in New York they are paying a little more 
or less for the same item, and it is just g small quantity, I do not see 
that there would be any basis for criticism. 

The problem here is how to evaluate these criticisms which are 
made by the various committees, and if we cannot get adequate help 
from you we are in trouble. 

Secretary Loverr. May I make a suggestion? Your point that 
very frequently the men who appear before vou unknowingly provide 
you with incorrect information which is supplied them by some 
agency further down the line, I think is correct. It is very regrettable. 
I suggest one way to reduce it is to let someone who has over-all knowl- 
edge of the picture act as a final screen before it leaves the technical 
services, or the militarv department to come to you. Mr. MeNeil, 
Mr. Garlock and Mr. Coolidge, the Assistant Secretary for legal and 
legislative matters, and myself will undertake to do that. I think 
the committee is entitled to that. It will have to be a rather quick 
check. I believe that we can catch a very high proportion of those 
errors, 
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Interestingly enough, in these cases of light bulbs, and tenpenny 
nails and carpenters’ squares, the information given to us does not 
seem adequate. We have it here in summary form. Mr. McNeil 
and I decided this morning that we better do some checking to make 
sure that it is accurate, and that the explanation is accurate. We will 
do the same thing for you. 

Mr. Manon. We do not want the Department of Defense to appear 
in any better light or in any worse light than it should appear in the 
light of the facts. 

Secretary Loverr. As long as this committee operates as within 
our own experience we have found it to operate, you of course must 
have the facts and we must, of course, either be blamed or praised, or 
let alone, as the case may be. 1 think that we can help on it, Mr. 
Chairman. We will be glad to try. 


USE OF TILE IN WASHROOMS 


Mr. Manon. Let me give an example. I was visiting some bases 
last month and I walked into the barracks quarters at Lackland Air 
Base with the officials of the Department of Engineers of the Army 
and with the Air Force man and | said, ‘‘These barracks are very 
substantial. I think you have done a good job. I like them, I think 
they will be here indefinitely.’’ | was very much pleased. In walking 
about we came to the washroom. It was rather large for the number 
of men and I saw tile on the wall. Over a long pull I think tile around 
the showers and in the bathroom is worth while. But I said, ‘‘Why 
have you run this tile all the way up to the ceiling around this rather 
large room where vou have the bath facilities, showers, and so forth?’ 

The Engineer official said, ‘I cannot understand it myself. It costs 
additional money. I do not see why it should have been done.”’ 

The Air Force official said, ‘Il cannot explain this. It looks foolish 
to me.” 

I said, “It certainly looks foolish to me, but generally, a good job 
has been done.”’ 

By singling out this one criticism one could perhaps make everybody 
look bad. When I returned to Washington I talked to the Secretary 
of the Air Force and said, “I have been looking at some bases and am 
much pleased, generally speaking, at the performance in the various 
places. I saw a few things that occurred to me to be ridiculous.” I 
mentioned this business of the tile running to the ceiling. He said, 
“T do not understand that, either.” 

I said, “I want you to check on it.”’ 

In a few days an officer in the installations division of the Air Force 
called me and said, “I have checked into the tile business. The con- 
tractor who was doing this job determined that he would run the tile 
all the way up to the ceiling on a certain series of barracks. He was 
doing it because he could do it cheaper than by contracting with a 
plasterer to do the work that otherwise would have to be done.” 
This was a special situation, an unusual situation. It was done 
without any greater cost to the Government, and the explanation was 
perfectly good. 

Now, if I have the right information—and I am only quoting what 
has been said to me—that is a pretty good explanation of what 
originally looked indefensible to me. 
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Mr. Suepparp. There is not a construction man worthy of the title 
that will tell you today in any geographical section of the country that 
you can plaster a wall, even at the high labor cost, for less money than 
it will cost to put in tile and have a tilesetter do it. If they make a 
statement of that kind, I would like to know how that can happen in 
construction operations. 

Mr. Manon. Ordinarily I know the gentleman is correct but it was 
claimed that this was some special situation. We will have it checked. 

There was only a small area, as it was explained to me, that would 
have to be plastered, and rather than deal with a separate plaster 
contractor they had it tiled. That was the explanation. 

I am just using that explanation to bring out the point. Now, | 
am going to ask you to have someone coordinate with us in our efforts 
to get information, and the most reliable information. We realize 
that you personally cannot do it: 

Secretary Loverr. Yes. Will you let General Moore be the 
channel for the request? 

Mr. Manon. We will be happy to have General Moore be the 
channel. 

Secretary Loverr. We will do our best. 

Mr. Manon. General Moore has been most helpful and cooperative. 
We then may be able to get a true evaluation. 

(Discussion off the record.) 


Question oF AcHIEVING EcoNOMY AND EFFICIENCY BY MERELY 
RepvucinG THE BupGeT 


Mr. Manon. It would be simple for this committee to reduce the 
budget of last year from $50 billion for the year to $45 billion. It 
would be a mere matter of going up and passing that kind of legislation. 
I am wondering if by a reduction of funds arbitrarily Congress can 
achieve, through the cooperation of defense officials, greater efficiency 
and economy of operation. Do you get what I mean? If we cut a 
budget 5 or 10 percent, do we get a greater degree of efficiency and 
economy in the operation of the Department? 

Secretary Loverr. I would doubt that, sir. I do not know any 
substitute for the process that this committee goes through because 
it has to be selective in order not to do grave damage to the balance 
in any military service. There is an accumulation of knowledge and 
background here which, in my experience, is extremely helpful. I 
think to just apply a percentage cut would not be either as safe or as 
effective as the screening process which requires justification before 
your group. 

Mr. Manon. Well, it is rather frustrating to me to have the 
feeling that we probably can cut the budget selectively in this com- 
mittee, but by making a cut, do we necessarily actually get economy, 
or better management? Do you see what I mean? In other words, 
can we legislate better management or economy? Could not one be 
just as extravagant with the management of the expenditure of $25 

illion as you could with the expenditure of $50 billion? That is the 














t] 
t] 
W 
€ 
b 
] 
3 a 
: e 
a 1 
c 
. g 
: 
s 6Y 
a 
‘ 0 
] 
: 0 
3 
8 
I 
a 
I 
t 
1 
I 
1 
I 
( 
] 
s 
P 
4 
. | 
% 
‘ 
‘ 
, 
4 
z 
= 
4 


a 
4 
Ba 









ble 
at 
an 
a 
in 


Ze 
he 


he 


3@ 














141 





thing that concerns me. ‘There is a popular view—well, if you reduce 
the sum you get greater efficiency and economy, and I do not know 
what the answer is. I want your comment. 

Secretary Loverr. No, sir. I think there can be just as much 
extravagance proportionately in a $25 billion budget as there can 
be in a $50 billion budget. The experience we have had here in the 
1952 budget points very clearly to one of the benefits of the screening 
and justification process. Witness personnel carriers; witness, for 
example, the working capital procedures put in for the Military Sea 
Transport Service. That is where you get your economy. A man 
can be just as silly in spending $100 as in spending $1,000.. If you 
get nothing for it you have done the same thing. 

Mr. McNett. I think that you have noticed in the last couple of 
years we are attempting to group and isolate particular segments of 
our problem so that first it can be analyzed and reviewed within the 
Department and better understood as we discuss it with the Bureau 
of the Budget, this committee and the Senate. 

You mentioned it yesterday when you were aksing if we would pre- 
sent a category breakdown where those costs that relate to military 
personnel could be found in one particular place. Now, if the rank 
and grade distribution is acceptable, and the numbers of military 
personnel are right, then the budget is right and any reduction in 
that field is a reduction in numbers. That still does not get into the 
utilization of the military personnel which has to be handled sepa- 
rately, whether you have 1,500,000 or 1,550,000. We have to attack 
that in a different manner. But just reducing 50,000 people would 
not necessarily improve the ratio of the number of people assigned to 
combat duty as against overhead activities. The first tendency 
might be to take them out of combat or combat support units leaving 


* the overhead alone. It has to be attacked, I think, separately. 


Secretary Loverr. There is no substitute, in my opinion, for in- 
telligent management. There is no formula that would give you that. 
There is no purely financial control. There has to be a combination 
of everything, and I really feel there is great value to the military 
department as well as to the country to have some group, some 
absolutely secure group, that they can come up and talk to and explain 
why they have to have this or that, why they have to have this num- 
ber of special items, and explain the purpose. We must try to do 
first things first, and not everything all at once. 

Mr. Manon. I want to say, Mr. Secretary, all of us deeply ap- 
preciate your cooperation. We recognize the heavy responsibility 
which is yours, and we deeply appreciate your complete forthrightness 
and we respect your tremendous understanding of this complicated 
problem. It is refreshing to have an American citizen in the position 
of Secretary of Defense who is of the caliber of Robert Lovett. 

We thank you very much. 

Secretary Loverr. Thank you very much, Mr. Chairman. I am 
very grateful. 
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DEVELOPMENT OF DEFENSE BUDGET FOR 1953 
WITNESSES 


W. J. McNEIL, ASSISTANT SECRETARY OF DEFENSE 
LYLE 8S. GARLOCK, DEPUTY COMPTROLLER FOR BUDGET 


Mr. Manon. The committee will please be in order. 

We have had a very excellent presentation, on and off the record, 
by Secretary Lovett. Mr. MeNeil, we have been pleased to have 
you with us during the testimony of Mr. Lovett. You are an old 
hand in the Department of Defense. You have performed nobly 
in behalf of the country on many previous occasions and I am per- 
sonally glad to see you here today before the committee. Please 
proceed with your statement. 


GENERAL STATEMENT 


Mr. McNett. Thank you, Mr. Chairman. First, Mr. Chairman, 
I think a word of appreciation might be in order of the work that has 
been done by the budget officers of the three services in the last 
3 months. Normally the preparation portion of the budget cycle 
takes most of the year. As Secretary Lovett mentioned, the Joint 
Chiefs presented their force recommendations early in October and 
I doubt if there is a budget officer or a member of his staff, in the 
three services, who has not worked every Saturday and every Sunday 
and every night since October attempting to get this budget presented 
on time. 

Secretary Lovett has briefly outlined the procedure followed in 
developing the budget being presented to this subcommittee for fiscal 
year 1953. I believe it would be helpful if the committee were pro- 
vided with a more complete statement. 

As you will recall, Secretary Lovett indicated that the first step in 
the process was a recommendation by the Joint Chiefs of Staff as to 
the forces and the operating levels to be maintained for fiscal year 1953. 
These recommendations were available early in October. It was ap- 
parent from the recommendations as to the size of the forces, the oper- 
ating levels, and the readiness dates being considered that substantial 
problems with respect to material and industrial availability would 
arise. In order to permit progress to be made on the voluminous de- 
tail necessary to develop information on projects such as operations 
and maintenance and simultaneously to investigate all material, pro- 
duction, and budgetary aspects of the problem, the Department of 
Defense provided the National Security Council with force recom- 
mendations and estimates of requirements for basic raw materials. 

An estimate of the expenditure requirements for the Department of 
Defense, under the initial proposal of the Joint Chiefs of Staff for fiscal 
year 1953 was approximately $73 billion. When expenditure require- 
ments for the military portion of foreign aid programs were added, the 
total would have approximated $85 billion. A quick and informal 
check, of the material and production requirements, with the Office of 
Defense Mobilization indicated the doubtful practicability of such 
a plan. In order to quickly get a measure of the impact on the alloca- 
tion of materials and production availability, it was decided to present 
also, for evaluation, a program which roughly approximated the con- 
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tinuation of the force levels which had been approved for 1952 and 
for the continuation of the procurement programs previously provided 
for. For this second step, it was estimated that a program which 
carried forward, in fiscal vear 1958, substantially the same forces as 
approved for fiscal year 1952, would have resulted in an expenditure 
figure for the Department of Defense and the military portion of the 
foreign aid programs of approximately $57 billion. 

Concurrently with the preparation, as instructed by the Secretary 
of Defense, of a military budget constructed on the basis of “military 
requirements” and the readiness dates initially recommended by the 
Joint Chiefs of Staff, the Department of Defense was instructed by the 
National Security Council to prepare a budget in the amount of $45 
billion in terms of new obligational authority (under which the expen- 
diture estimate, including the military portion of foreign aid programs 
would have been about $57 billion). It was clearly understood and 
stated by the National Security Council that the $45 billion budget 
was to be considered neither an upper nor a lower limit, but was to 
serve only as a point of departure, as it was recognized at the time 
that if the forees were to be expanded to a level above those approved 
for fiscal vear 1952 that additional financing would be involved. This 
‘point of departure’? budget became known as the benchmark 
budget. 

Budgets on these two criteria were submitted by each of the military 
departments during the latter part of November. As Secretary 
Lovett indicated, the total of the three departmental budgets as sub- 
mitted to the Secretary of Defense, based on the initial recommenda- 
tions of the Joint Chiefs of Staff, would have called for approximately 
$71 billion in new obligational authority. The budget office of the 
Secretary of Defense, in cooperation with the appropriate representa- 
tives of the Bureau of the Budget, reviewed to the extent that time 
would permit both the $45 billion and the $71 billion budget sub- 
missions. 

Information as to the requirements for basic material allocations 
and production availability for both the $71 billion and the $45 billion 
estimates were provided to the Office of Defense Mobilization. 

I might add that the $71 billion when added to the initial estimate 
of the military portion of the military assistance program gives the 
total to which Mr. Wilson spoke last week before vour committee. 

It is my understanding that in his appearance before this committee 
Mr. Wilson indicated, as he had earlier indicated to the Secretaries 
and the Chiefs of the Department of Defense that the material require- 
ments for the larger budget program were such that substantial inroads 
would have had to be made in the program for industrial and power 
expansion which, in addition to industrial expansion for military end 
items, calls for an increase of some 20 million tons per year in the steel 
capacity, 735,000 tons of aluminum, and 40 percent increase in the 
output of electrical energy. It was indicated that it might also have 
made necessary substantial inroads on the proposed Atomic Energy 
program and other essential programs, such as the construction of 
freight cars and maintenance of railroad facilities. 

With this background and the results of the staff analyses available, 
the Secretary of Defense met with each of the military departments to 
review their budget proposals. In each case the Secretaries and Chiefs 
of Staff of each of the military departments were in attendance 
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throughout these conferences. As previously indicated, the result 
was concurrence in a budget for the Department of Defense in the 
amount of approximately $55 billion, ineluding an estimated $31 
billion for public works. This was the proposal that initially was 
submitted to the Bureau of the Budget and the President. Discus- 
sions were then undertaken by the President with the Secretary of 
State, Secretary of the Treasury, Secretary of Defense, the Director 
of the Mutual Security Program, the Director of the Bureau of the 
Budget, Secretaries of the military departments, and Chiefs of Staff in 
attendance, at which time the factors affecting our military buildup 
such as the material, fiscal, and economic effects of the proposed 
program as well as the implications of any substantial adjustment in 
the program were considered. This conference resulted in a decision 
to build toward the force levels recommended by the Joint Chiefs 
of Staff but to stretch out our production of military end items in 
such a manner as to eliminate, insofar as practicable, peak rates and 
in such a Manner as to continue production on a high plateau for a 
longer period of time. 

With the elimination of certain peak rates of production in fiscal! 
year 1953, we are in this manner carrying out the general program 
objective as laid out by Secretary Marshall before Congress in Decem- 
ber 1950, when he said: 

This is a move to place us in @ strong position from which we can go forward 
rapidly to the extent necessary. This is not full mobilization. This is a raising 
up of the whole establishment to gain momentum from which we can open the 
throttle and go very quickly in any required direction. In my own opinion, and 
that of my associates, the way to build up to full mobilization, if that eventually 
is necessary, is first to get this partial mobilization program straightened out and 
put it ona very high level—you might say a high plateau—and to do it as quickly, 
effectively, and efficiently as possible. 

Mr. Manon. I might interpolate that as of today those words 
sound very wise and sound. 

Mr. McNett. Yes, sir, there was some question at the time. 

Mr. Manon. There was some question at the time and, of course, 
if we should be thrown into a major war tomorrow, there might be 
some question now. But if we are in a period of rather extended 
tension without the all-out big war, then those words are certainly 
sound. 

During the immediate future equipment and production rates will 
be about the same as previously planned. In calendar year 1953 
production will be somewhat lower than the rates initially desired by 


the military chiefs, although a question had been raised as to whether 


the desired rates could have been achieved. Asa result of the stretch- 
out, substantially higher production will be scheduled in subsequent 
fiscal years than was contemplated under the program as initially 
submitted by the military departments. 

Expressed in dollars, the result is a program calling for $52 billion in 
new obligational authority for the Department of Defense and requir- 
ing less than $60 billion in expenditures in fiscal year 1953, including 
the military portion of foreign-aid programs. 

Mr. Scrivner. Of course, this committee has no control over 
expenditures. After it leaves us and has passed the House our hands 
are practically tied as far as how rapidly the money is going to be 
expended. 
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Mr. McNer. That is true to a degree, but actually the way the 
program has been laid out under the obligational authority we are 
asking for, and we are planning so to administer it that expenditures 
will stay within that limitation in order to see that this production 
line in 1954 is a healthy, living thing. It will, of course, have to be 
properly administered. 

This $52 billion budget, as submitted by the President, will provide 
funds to maintain the forces, outlined for you by Secretary Lovett, in 
a high state of readiness, to build toward the strength desired by the 
Joint Chiefs of Staff, and at the same time recognizes the possibility 
of having to continue a high state of preparedness for an indefinite 
time in the future. These combined objectives contemplate that 
necessary programs will be prosecuted vigorously and as efficiently and 
economically as practicable. 

Fiscal year 1953 financing is premised on the assumption that it will 
be a year of armed peace, with world tensions continuing to require 
United States forces to be ready to engage in combat operations at 
any time. Although no combat consumption rates have been bud- 
geted for in fiscal year 1953, if combat operations, such as those in 
Korea, are experienced at that time, issue of equipment and material 
for consumption must initially come from stocks or production: 
subsequently, appropriate financing requests for replacement would 
be necessary. 

Before I go on, | have a chart which | would like to ask Mr. Garlock 
to present to you, because it will tie in the figures we present today 
with the presentation made to you by Mr. Wilson last week. You 
will see two or three of the base lines are identically the same as 
Mr. Wilson used for his analysis of the material problem. 


COMPARISON OF $85 BILLION AND $52 BILLION BUDGETS 


Mr. Gartock. Mr. MeNeil indicated that he was talking about a 
program which included the military portion of foreign aid. That is 
made up of initial estimates of $71 billion for the Department of 
Defense and the additional initial estimate for military assistance. 

This expenditure line [indicating] was provided with the budget 
submittals by the departments a it is an indication of the rate at 
which they proposed to use the money. Mr. Scrivner indicated that 
you have little control over it once it is appropriated. 

This [indicating] is the rate. You will notice the two programs run 
concurrently in the early stages. In other words, the original pro- 
posal was to continue the build-up and use up the money at about 
this rate [indicated], whether they get the lower or the higher amounts. 

The result was a sharp drop-off in the last 6 months of 1953 and 
the drop would have been even sharper beyond that time. 

The blue line on the chart is the total expenditures and the red line 
represents the major procurement items, aircraft, tanks, ships, guns, 
ammunition. You will see that the drop-off was almost exclusively 
in that area, because the number of people being financed throughout 
the period was about the same. 

(Statement off the record.) 

Mr. Garuock. The starred line here is the expenditure line that 
was provided Mr. Wilson in October along with comparable material 
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estimates on which he made his initial estimate and I believe he 
probably talked to you about the lower program. So what he said 
about the lower program is substantially accurate for the program we 
are now proposing, the difference being that as we proceed through 
1953, we would be a little higher than the initial program. I believe 
that almost the entire difference is in aircraft. 

Mr. McNett. This lower program corresponds with Mr. Wilson’s 
initial analysis of the material problem, which meant that in certain 
kinds of steel and certain other critical materials, 1952 was the most 
critical period. Our program as presently laid out in the budget is, 
in 1952, slightly below the material program that Mr. Wilson outlined 
to you and a trifle above it in 1953, recognizing, particularly in the 
case of aluminum and certain steels, the increasing availability ex- 
pected during this later period. 

Mr. Garvock. The big difference between the original proposals of 
the military departments and what they now have is in the balance 
of fiscal-vear 1952. When Mr. Wilson and the other production 
people looked at the original proposals, either on the dollar basis or 
the material basis, it would have taken a sixfold increase in 6 months 
to accomplish the amount of deliveries or the amount of expenditures 
that would have been required to meet their goals in this fiscal year. 

They said that was not possible. You cannot increase production 
that fast. Therefore, when you level out here [indicating], and if we 
start 1953 at this point [indicating] instead of this point [indicating], 
lesser expenditures would result and as a consequence a lesser amount of 
new obligational authority would be required. Individual items will 
vary—but the whole program provides for a continuing rise in the 
output of the important items over the next 18-month period [indi- 
eating on chart}. 

Mr. Manon. In other words, you are asking about $11 billion less 
money this vear than you have asked for last—$10 or $11 billion, but 
that does not mean that the program will be going downward. The 
program will be tending upward throughout the period? 

Mr. McNetu. That is right. 


INCREASE IN EXPENDITURES 


Mr. Garuock. The program will continue to go up. I think the 
history of our expenditures in World War II is the same. You first 
build up at a high level of appropriations and you get the orders on 
the books and then as you start getting production you do not have 
to add as much. You keep at the same level or even increase the 
output and the expenditures. 

Mr. Wiacieswortu. The expenditures are going to be half as 
much again in 1953 as in 1952? 

Mr. Garuock. That is right. 

Mr. WieGieswortH. There is a 50-percent increase? 

Mr. Gartock. Yes, sir, particularly in hard goods. As a result of 
the appropriations granted this year and 1951 and the orders placed 
on those appropriations. 

Mr. Manon. Would it not be in order to challenge that statement? 
You spent in fiscal year 1950, $20 billion and you are spending in fisca! 
vear 1952, $40 billion and in 1953, $53 billion. 

Mr. McNett. The balance of the increase is in military assistance, 
which has been low in the past. 
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Mr. Manon. You are including military assistance which would 
run it up to about $60 billion? 

Mr. Garuock. Yes, sir. The figures for 3 years will run, including 
Department of Defense and military assistance, just over $20 billion 
in 1951, about $43 billion this year, and $58 billion to $60 billion in 
fiscal 1953. 

Mr. Manon. | was not adding the military assistance. 

Mr. Garzock. This is true particularly with respect to the Army. 
They have a major portion of the military-assistance money. You 
have to combine contracting, production, and expenditures for those 
two purposes, because both get the same tanks, the same trucks, the 
same guns. <A contracting officer does not care who is going to get the 
production—he just wants to know how many will be produced and 
will there be the money to pay for it. So in much of the Army plan- 
ning we have to combine those two programs. 

Mr. MeNer.. And not, sir, until the shipment takes place will we 
really know to which account the charge should be made. 

So far this statement has emphasized the method by which we 
developed our budget, particularly with respect to procurement and 
production, because procurement and production represent about half 
of our total request for new obligational authority. 

In other categories, largely for the annual rec urring costs of operat- 
ing and maintaining the military establishment, every effort has been 
made, within the time available for analysis and review, to keep the 
request for new obligational authority to a minimum consistent with 
the degree of readiness which must be maintained. 

In these areas this budget will require that aggressive action be 
taken in consonance with the level of readiness to be maintained to 
obtain maximum economies in administrative and overhead activities 
and supporting services such as communications, transportation, stor- 
age and issue of goods, and in personnel and fiscal procedures. 


USE OF COMMERCIAL CONTRACTING 


This budget contemplates use of contractual services in lieu of 
further substantial expansion of Government facilities for accomplish- 
ment of depot maintenance, modification, repair and overhaul of 
equipment, particularly where such activities are more economical to 
the Government. In the event such contractual services would inter- 
fere with the production of new end items, efforts will be made to 
develop new commercial sources prior to expanding Government 
facilities to accomplish the workload. 

The number of installations to be in active status will be kept at a 
minimum consistent with operational requirements. Portions or areas 
of installations not required in support of approved forces and planned 
operational levels will be maintained at the minimum level necessary 
to avoid excessive deterioration. 


DISTRIBUTION OF NEW OBLIGATIONAL AUTHORITY 


The distribution of the new obligational authority aggregating 
$52.1 billion, as indicated in the Federal Budget Document, by service, 
is as follows: 


eennrGn Cerawetiy ss oF) eS bk _.. $14, 210, 000, 000 
Department of the Navy i hack ar 2 ea St Ses _ 13, 204, 000, 000 
Department of the Air Force._.._____________________- _.. 20, 705, 000, 000 


Other activities of the Departme Va ie anne 166, 000, 000 
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Mr. WigeGLteswortH. Does that include public works? 

Mr. McNett. | will touch on that in just a moment, sir. 

Of the $20.7 billion indicated for the Air Force, $3% billion has been 
included specifically for the extension of lead time for aircraft from an 
average of 18 months to an average of 24 months beyond the end of the 
fiscal year. 

The amounts stated above total $48.5 billion ($48,566 ,000,000) and 
represent the amounts requested in the submissions currently before 
you for consideration. There was included in the total of $52.1 

illion an amount of $3% billion for proposed legislation. This is an 

estimate of the amount required to cover a subsequent submission 
for military public works and any adjustments that may occur in 
the military pay rates which are now under consideration by the 
Congress. 

As has been the practice in the last 2 or 3 vears, the over-all request 
of the Department of Defense is summarized by major categories as 
follows: 

Mixirary Personne. Costs 


The budget for fiscal vear 1953 contemplates a total end strength 
of about 3,690,000 military personnel on June 30, 1953: 
For the Army : ; : 1, 550, 000 
For the Navy- : ba westume  Reverpayeay ese 835, 873 
For the Marines i oy ets ick, wiaeh 243, 730 
For the Air Force epeepaeeergs SE 


This will be about 220,000 more than the current strength and 100,000 
more than the end strength on June 30, 1952. 

Funds requested for military personnel costs in fiseal year 1953 
under present legislation are $10,933,000,000, or about 22 percent of 
the budget. This sum is $548 million more than was appropriated 
for fiscal year 1952, primarily due to the increasing strengths in the 
Navy, Marine Corps, and Air Force. In addition to covering current 
pay, allowances, subsistence, clothing, travel and welfare, it will buy 
a small amount of clothing and combat rations for mobilization re- 
serves. (In addition to this amount, approximately $1 billion of the 
$3.5 billion included in the budget under “proposed legislation’’ is 
intended to cover the cost of pending legislation which, if enacted, 
would grant military personnel an increase in pay and allowances.) 


Masor PrRocUREMENT AND PRODUCTION 


Next year we are proposing to devote 45 percent of the new obliga- 
tional authority requested, or $21,741 million, to procurement and 
production of major items of equipment such as aircraft, ships, tanks, 
and ammunition. (As mentioned earlier, $3% billion was specifically 
included for an extension of lead time for aircraft, for the Air Force, 
from an average of 18 months to an average of 24 months beyond the 
end of the fiscal year.) When the $21.8 billion is used in conjunction 
with prior year funds, it will permit continuing production at a steady 
rate at least through the lead-time period beyond fiscal year 1953 at 
rates substantially above current levels, The new obligational au- 
thority requested will provide sufficient lead time for uninterrupted 
production until funds appropriated in fiscal year 1954 can become 
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effective in maintaining the increased mobilization potential repre- 
sented by our expanded industrial capacity. 

Approximately two-thirds of the amount requested for procurement, 
or $14,059 million, will be for aircraft and related procurement. These 
funds are necessary to the build-up of the Air Force from the 90 wings 
now in existence toward a goal of 143 wings. For naval aviation 
provision is made for a build-up from the present level of 8,700 operat- 
ing aircraft to approximately 10,200 operating aircraft. The fiscal 
year 1952 funds provided for the Navy and the Air Force approximate 
10,200 aircraft. Because a substantial portion of present inventories 
of aircraft for the Air Force and naval aviation are of World War II 
types, the fiscal year 1953 budget calls for approximately 10,500 
aircraft in order to continue the modernization of these two forces. 
The production facilities program will be implemented to support the 
build-up and to provide a reasonable platform for rapid mobilization 
should the need arise. 

Guided-missile procurement will be further accelerated, and the 
procurement of missiles will continue under the coordination of the 
Director of Guided Missiles (K. T. Keller) whom Mr. Lovett got 
down from the Chrysler Corp. about a vear ago. 

$1,150 million of new obligational authority is being requested for 
shipbuilding. These funds, in conjunction with the unexpended 
balance of $2,714 million appropriated during the prior two fiscal 
years, will permit doubling of the effort devoted to shipbuilding and 
conversion between now and the end of fiscal year 1953. 

Expenditures for major procurement (aircraft, tanks, weapons, 
ammunition, heavy construction equipment for advance bases, etc.) 
will aggregate $23 billion in fiscal year 1953, two-thirds greater than 
in fiscal year 1952. This is exclusive of procurement expenditures 
for the military portion of foreign aid programs. This financing will 
provide initial equipment and supply levels for the additional forces 
to be built up during the year, peacetime consumption of the expanded 
force during the year, and some war reserves, varying in amount 
between items but with greatest emphasis on ammunition; that is, 
percentagewise. Principal reliance for possible combat requirements 
will continue to be placed, however, on the expanded industrial 
capacity. 

If I may depart from this statement a moment, one of the diffi- 
culties we have with certain members of the press and radio as well 
as with some members of the staffs of other committees or agencies 
who are looking into the problem of production is that they read a 
figure or see a statement of a requirement for mobilization reserve 
and immediately that becomes a fixed figure. From then on progress 
or the lack of progress is measured against that fixed figure. Every- 
thing from then on, sometimes even within our own agency, begins to 
be tied into this initial statement of mobilization reserves that should 
be on hand at any given time. 

Actually, however, the mobilization reserve requirement—that is, 
the “requirement”’ of material which should be in store for such a 
purpose changes from month to month, and should change. 

Let me illustrate by an example using hypothetical figures. 

A year and a half ago, at the outbreak of Korea, it might have been 
very proper for us to have on hand 15,000 tanks, because we were 18 
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months away from production. Last fall perhaps 12,000 tanks would 
have served just as well, because we were much closer to quantity 
production. Next summer if we are producing tanks at the rate of 
500 a month our mobilization reserve on-hand requirement should 
be much less than it would have been a year earlier. I would like to 
repeat that these figures are hypothetical and were used only as an 
illustration of the problem. 

Mr. Suppparp. I think that should be obvious upon the premise 
that your reserve is being built up percentagewise according to your 
operational requirements, too. 

Mr. McNew. That isright. It is a point that is not readily under- 
stood—particularly by those unfamiliar with the problem. 

Mr. Suepparp. Of course, the press and radio commentators have 
misconceptions that are not confined to this particular aspect. 

Mr. McNeru. We have trouble in our own building with the same 
thing. 

I might say that, if at the end of 1954 production dropped, our 
mobilization reserve on-hand requirement would be higher than if 
production continued at a reasonable rate. That is one of the reasons 
we are making every effort to get and keep a plateau of production. 

Funds are included in the Navy budget for all electronic equip- 
ment required to complete the modernization of the active fleet, the 
supporting communications and electronics installations ashore, as 
well as a part of the electronic equipment to modernize the reserve 
fleet. 

VALUE OF ‘‘MOTHBALL”’ FLEET 


Mr. Suepparp. While you are on that point, has there been any 
estimate made within the Office of the Secretary of Defense, the 


Comptroller’s Division, that would reflect the benefit of the mothball 
investment as it was originally made as compared with present-day 
production requirements in ship category? 

Mr. McNetu. No, sir, there has not been. I think it would be 
worth while to get a measure of the value of that project, because this 
committee participated in that project by providing in 1945 and 1946 
certain funds for the preservation of this very important capital asset, 

Mr. Suepparp. At that time the committee was vigorously criti- 
cized in the press and by some Members on the floor for so-called 
extravagant appropriations, and I think it would be quite interesting 
to show how fallacious that criticism was in dollars and cents now. 

Mr. McNetu. To replace the ships still remaining in the mothball 
fleet would cost in excess of $15 billion. 

Mr. Suepparp. Those still remaining? 

Mr. McNet. Yes. 

Mr. Suepparp. That does not take into account those that have 
already been taken out, which represent a fairly high percentage. 

Mr. McNett. That is true. 


OPERATION AND MAINTENANCE Costs 
ARMY 
The next category is operation and maintenance. Operation and 


maintenance costs of the Army will be reduced by $523 million from 
1952. 





Mr. Gartock. The actual reduction is substantially greater than 
that. A very large portion—I would estimate perhaps as much as 
half—will be for the Army in this category; in other words, $700 to 
$800 million of the proposed $1,500,000,000 supplemental for fiscal 
vear.1952. 

’ Mr. Wiaeitesworts. Did you say $523 million? 

Mr. McNett. Yes, sir. 

The Army helped very much in working with us to get this type of 
overhead down. I think it is worth while to emphasize that even 
without the supplement, which as Mr. Garlock indicated will be 
submitted shortly in this category, the reduction is $523 million. The 
estimate is based on peacetime standards of operations, and there is no 
increase in the number of major installations during the period. 
Estimated costs related to depot operations and similar activities have 
been sharply reduced. 

NAVY 


For the Navy, the budget estimate provides for the operation and 
maintenance of an active fleet of 1,191 ships, including 408 major 
combatant types, at 100 percent of prescribed training rates for fleet 
steaming hours. Provision has also been made for the cyclical over- 
haul of more than half of the ships in the active fleet. The unit cost 
per vessel is higher than provided in previous years in order to ac- 
complish necessary repairs and maintenance deferred from prior years. 

I might also add that some portion of the higher average costs per 
vessel are the result of Korean operations where they have been 
operating virtually under war conditions. 

Funds are also provided for a continuation of the quinquennial 
overhaul program of ships in the Reserve Fleet, with prioritybeing 
given to the ships which would be required for activation during the 
early stages of any possible hostilities. Approximately 50 percent of 
the Reserve Fleet ships will be reconditioned by the end of fiscal vear 
1953. The estimate for spares, repair parts, and components gives 
consideration to supplies on hand or on order from fiscal vear 1952 
and prior year funds. The amounts requested are therefore con- 
siderably less than the actual consumption estimated for fiscal year 
1953. 

The estimate for operation and maintenance of naval shore facilities 
takes into account funds available during fiscal years 1951 and 1952 
for activation of additional installations and for repairs and improve- 
ments, including some items of deferred maintenance. 

The request for funds for accomplishment of the Navy depot 
workload is approximately the same in fiscal year 1953 as in fiscal 
vear 1952. This workload has been found to be generated by the 
size of the force, which is somewhat greater in fiscal year 1953. 

The over-all request for operation and maintenance in the Navy is, 
however, considerably less than for fiscal vear 1952—even though 
they are operating at a somewhat higher level. 


AIR FORCE 


The funds requested for maintenance and operation of the Air 
Force activities make provision for approximately a 25-percent in- 
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crease in the operating programs and encompass such support as 
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organization, base, and maintenance supplies and equipment, includ- 
ing depot overhauls, the training establishment required to support 
the higher operating programs, as well as the miscellaneous house- 
keeping functions. ere required, provision has been made fo: 
moderate reserves to support the operating forces should any emer- 
gency occur. 

The continued cycle reconditioning of commercial-type aircraft by 
commercial sources is continued in the proposed 1953 program, and 
should result in substantial improvement to the mobilization base of 
the aircraft industry. 

The requirements for major repair, rehabilitation, modification, and 
minor construction for logistic support of installations were established 
after a screening of the command estimates, and the funds requeste« 
herein while less than initial command estimates should preclude 
further deterioration of facilities. Where possible, however, adjust- 
ments were made so as to eliminate or defer many modification and 
minor construction projects. 

Because of the anticipated larger operating force to be maintained 
during fiscal year 1954 and the increased level of operation in fiscal 
year 1953, the amount allocated to the Air Force for operation and 
maintenance is somewhat higher than in fiscal year 1952. 

I mentioned a minute ago fiscal year 1954, because the Air Force 
must buy its spares and operating equipment in 1953 to have them on 
hand in 1954. The fact that the Air Force is building toward a higher 
level means that certain spare-parts procurement must be initiated 
in 1953 and the funds are included for that. 

Mr. Sueprparb. Does that specifically apply to two phases, to wit: 
jet engines and electronics? 

Mr. McNett. Yes; they are included. But it would also apply to 
the extent that they are operating a greater number of transports, 
and it applies to reciprocating engines and spare engines and parts 
which would be carried at increased stock levels. The increased stock 
levels would be financied in this budget preparatory to higher operating 
levels in 1954. 

ReskarcH AND DrvELOPMENT 


The fiseal year 1953 budget estimates for research and develop- 
ment total $1.7 billion, compared with $1.5 billion during fiscal year 
1952 and $1.2 billion in fiscal vear 1951. In developing the estimates 
reliance was placed on the Research and Development Board to 
eliminate undesirable duplication, terminate unpromising effort, assure 
that the most promising projects would receive support, and to keep 
the entire military research and development program at a reasonable 
level. Consideration was given to the availability of manpower and 
facilities as well as the requirements of the military departments. 
The process of examination and evaluation of projects is a continuous 
one for the Research and Development Board. The Chairman of,the 
Board is scheduled to appear before you to give you an outline and 
justification of the program as a whole. 


Civittan CoMPONENTS 


A total of $852 million is requested for civilian components in the 
fiscal 1953 budget as compared to $703 million appropriated in fiscal! 
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1952. Funds requested will provide for an expected increase in the 
average strengths of about 56,000, from an average of 717,000 in 1952 
to an average strength of 773,000 in fiscal 1953. End strengths for 
1952 will probably be lower than originally estimated, but are expected 
to increase during 1953 from a strength on July 1 1952, of 606,000 to 
a strength of 932,000 by June 30, 1953. 

Provision was made in the estimates for civilian components to 
continue generally the same level of training and the same standards 
of maintenance as in the fiscal year 1952, and in addition provide for 
initial, one-time costs for the proposed increase in average strength. 


INDUSTRIAL MoORILIZATION 


A total of $81 million is provided for industrial mobilization activi- 
ties including the planning for the utilization of private industry facili- 
ties during any required further mobilization, the maintenance of 
Government-owned machine tools, and the repair and upkeep of 
stand-by industrial plants. The recommendation may be compared 
with $143 million provided in 1952. The reduction of $62 million 
reflects the utilization of a substantial segment of private industry and 
Government facilities in the current mobilization effort. 


JOINT ACTIVITIES OF THREE SERVICES 


The remainder of the request (category VIII) aggregates $919 
million, $553 million of which has been included in the summary totals 
of, and will be presented by, the military departments to the commit- 
tee. This represents the costs of operating certain joint activities in 
which all three departments have an interest as well as certain joint 
schools and boards. 


OFFICE OF THE SECRETARY OF DEFENSE 


Of the balance of $406 million, retired pay is the principal item, 
amounting to $345 million; $15 million is being requested for the opera- 
tion of the Office of the Secretary of Defense and its associated boards 
and agencies, such as the Joint Chiefs of Staff, the Munitions Board, 
and the Research and Development Board. The difference, $46 mil- 
lion, represents the request for claims and contingency funds. It is 
planned that Deputy Secretary Foster will appear before this com 
mittee at a later date in support of the last two items. 


SUMMARY OF EXPENDITURES, NEW OBLIGATIONAL AUTHORITY, AND 
Funps AVAILABLE From Prior YEARS 


While there has been some discussion with Secretary Lovett about 
amounts carried over from vear to year, the amounts appropriated 
and the amounts expended, I have included in my statement a sum- 
mary of the carry-overs, and so forth, which [ can insert in the record 
or go over in detail if the committee desires. 

Mr. Suepparp. I do not think it is necessary to go over it at 
this time unless some gentleman of the committee has a special desire 
for you to do so. 

I think you might insert it in the record, it is self-explanatory. 
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Mr. McNett. I might add, Mr. Chairman, that Mr. W igglesworth 
asked for some of this information vesterday ‘and made certain notes. 
There is one thing you may wish to add to the notes that you have, 
Mr. Wigglesw orth, and that is the amount carried over in June 1950. 
I do not believe that was mentioned yesterday. 

Mr. Wicc.ieswortu. That is the $9.7 billion figure? 

Mr. McNetu. Yes, sir; or you may substitute this table for your 
notes, as you wish. 

(The table referred to is as follows:) 


Summary of expenditures, new authority, and unexpended carry-overs fiscal 1951, 
1952, and 1953 


{In billions of dollars] 


Unexpended funds earried over into fiscal 1951___.._..._..-.__--.----_- 9. 7 
Fiscal: 1061 new. obligational authority... 52--.0.2...-.22-. ee ece 48. 2 
Total available for expenditure in fiscal 1951__........._......--. 57.9 
Expenditures in fiseal 1951 LORI ROW w Fels LET ee ee ET LM PL 19. 7 
Unexpended funds carried over into fiseal 1952_....__._____-___- 38. 2 
Fisea! 1952 new obligational authority: 
Presently authorized__.___........---- or eae 59. 4 
Paponeeieieiomental «os ss eo cs a, has ace 1.5 
Total new authority_____-_-- SES 8 GY 5 DANN mt ei IEE A. 60. 9 
—_-_—_-_ 4 
Totai available for expenditure in fiseal 1952___._.._.____._..----- 99. 1 
Estimated expenditures in fiscal 1952__.._......._.-_-- Pepa ie he seeratig sn. 40. 0 
Estimated lapsed funds at end of 1952____._...._._..____-__-- eee o et 
Unexpended funds to be carried over into fiseal 1953_____---- ian 1 B.4 
Fiscal 1953 new obligational authority proposed: 
NOMCUeeY MONDINNIRG UOMNMONOQNE (oe a a 48. 6 
Tn I a Le  scieia prin een 3.5 
Total new authority _ es ee he, Se eas +i vs . §2.1 
Total available for expenditure in fiscal 1953_____-___- 110. 5 
Estimated expenditures in fiscal 1953__.........-_------------ oY aD 
Unexpended funds te be carried over into fiseal 1954__._...__.____-_-. . 158.0 


1 There will be some lapse of funds which may reduce this by $0.7 to $1 billion. 
PRICE INCREASES 


Throughout the budget estimates no provision has been made for 
possible future price increases, but instead the latest contract price 
experience has been used. Therefore, if prices next year exceed the 
approximate levels of last October or November, it will be necessary 
to reduce or deter the programs or to request more funds to do the 
same job. 


PHASING OF PROCUREMENT PROGRAM So as To Minimize Impact 
on INDUSTRY 


All of us in the Department of Defense are keenly aware of the 
inflationary pressures inherent in the defense program itself, and every 
effort is being made to phase procurement and production programs 
in such a manner as to minimize the impact on industry and markets 
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and to maintain adequate controls over the various aspects of our 
activities. 

Secretary Lovett, in this past vear, issued instructions that, in the 
obligation and spending of the 1952 money that you provided for 
soft goods and for things that we could get off the shelf, procurement 
was to be handled in such a way that it would not create an adverse 
impact on markets as we did in some areas, 14 or 15 months ago. 
I know that we adversely affected the clothing market at that time 
We are trying now to handle it so that we do not cause such sharp 
demands on the market which would help to price ourselves out of the 
market. 

In this connection, 1 think the committee should know that the 
planned procurement and production program is being carefully 
coordinated with the civilian control agencies and that adjustments 
have been made as a result of recommendations from those agencies 
so that the plans presented to vou in detail will reflect realistic schedul- 
ing of attainable deliveries within the period for which funding is 
requested. 

SERVICES OF MR. CLAY BEDFORD 


{ might add, also, that Secretary Lovett has now secured the services 
of Clay Bedford, whom Mr. Wilson first brought down here. Every 
morning we have about a 15-minute session so that he may bring us 
up to date on his problems and accomplishments of the day before. 
His position is that of bottleneck breaker and to help see that pro- 
duction is kept in line. 

He has just gone over a new aircraft schedule and an engine schedule 
which is covered by the budget before you. It is being reviewed and 
firmed up. He has visited the plants involved and gone through the 
shops. Production is his business. He has made an analysis of the 
new schedule for some 15 months ahead. There are 2 months that 
he thinks are a trifle optimistic and two appear to be a trifle low. It 
so happens that the two periods are together, so that on the whole 
the schedule appears practicable. 

It is the first time we have felt that we had a realistic forecast on 
engines. 

I would like to go off the record for a moment, if I might. 

(Statement off the record.) 

Mr. McNett. In concluding, it may be well to repeat Secretary 
Lovett’s closing paragraph in his prepared statement where he said: 

In bringing the budget to the level requested by the President and in stretching 
out the period of force and matériel build-up, we believe that all of the calculated 
risks, considered prudent, have been accepted. 

Mr. Suepparp. That was a constructive presentation, Mr. MeNeil. 

Is it contemplated upon your part to supply the committee with a 
category breakdown on the same premise that is reflected here? 

Mr. McNett. The table which has been distributed to the com- 
mittee covers Army, Navy, Air Force, and the total. 

Mr. Suepparp. When is the presentation going to be made that 
will carry the expenditures of the Secretary of Defense’s office as such? 

Mr. McNeiu. That is ready for presentation at any time that you 
desire it to be scheduled. 1 might suggest that if you will hear the 
Chairman of the Munitions Board he will outline generally the prob- 
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lems involved in the CMP plan; how it is operating and how they are 
handling the allocations within the Department of Defense. 


RELATIONSHIP OF THE MuNITIONS BOARD AND THE SECRETARY OF 
DEFENSE 


Mr. Suepparp. As | understand the procedure, the Munitions 
Board is a kind of right-hand associate or assistant to the Secretary of 
Defense? 

Mr. McNett. It was established—— 

Mr. SuepparD. I| know it is established legally, but its functions— 
are they used rather extensively by the Office of the Secretary of 
Defense? What percentage of their operation, in your opinion, 
would be for the benefit of the Secretary of Defense? 

Mr. McNett. The percentage of their effort that really serves the 
Secretary of Defense? Actually, all their efforts are subject to the 
authority, direction, and control of the Secretary of Defense, and 
should be for his account. As far as the percentage of their dealings 
directly with the Secretary is concerned, the percentage would be 
way down because their direct dealings are largely with the three 
military Departments, with the Office of Defense Mobilization, with 
the National Security Resources Board, and with industry. When 
I say ‘“‘the Office of Defense Mobilization,” I am including Manly 
Fleischmann’s group as well as the NPA group in the Department of 
Commerce. 

Mr. SHepparp. Just how much of their total budget requirements 
that are going to be presented to this committee for consideration do 
you figure are literally chargeable to the Secretary of Defense’s opera- 
tion? 

(Discussion off the record.) 


JURISDICTION OF THE SECRETARY OF DEFENSE OVER THE 
MUNITIONS BOARD 


Mr. SHepparp. What is the jurisdiction over the Munitions Board 
as exercised by the Secretary of Defense within the law as it presently 
prevails? 

Mr. McNet. All the operations of the Munitions Board are under 
the authority, direction, and control of the Secretary of Defense. The 
Board was established by statute which outlined certain duties and 
responsibilities. It has been interpreted that certain duties and 
responsibilities were those of the Board. 

There has been, therefore, some question as to the specific authority 
of the Secretary of Defense in certain areas, specifically those set out 
in the statute as the duties and responsibilities of the Board. Be- 
cause of this situation there had been developed, at the time the 
national-security amendments of 1949 were enacted, a staff largely 
made up of representatives of the three services operating under what 
might be called a committee structure. 

Mr. Suepparp. Is it your interpretation at this time, if you feel 
qualified to answer the question, that the jurisdiction of the estab- 
lishment of committees within the Munitions Board falls within the 
purview of the Secretary of Defense for determination purposes, or 
that of the Chairman of the Munitions Board? 
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Mr. McNett. Personally, I feel that the staff of the Munitions 
Board should be responsible to the Chairman; that, except for certain 
areas, ad hoc committees should be established for certain specific 
studies; that the work should be earried on by a staff responsible only 
to the Chairman; that the result of their independent staff work, 
particularly in analysis and review, should be brought to the Board 
level in order that the pros and cons of each major issue may be on 
the table for consideration by the Board, either for the Board to 
make decisions within its responsibilities or for the making of recom- 
mendations to the Secretary of Defense. 

I believe also that, subject to the direction and control of the 
Secretary of Defense, to whom the three military Departments have 
direct access, the Chairman should have authority to carry on the 
day-to-day business in the area of the Board’s responsibilities. 

Admiral Sherman told me early last year, duriig a general diseus- 
sion of the problems involved in the operation of committees and 
boards, that no constructively critical analysis and review could be 
expected from the proponents of any program or from the work of 
junior officers of any service which was an advocate of any particular 
plan or requirement. He,added that to assign junior officers of the 
services such responsibilities was an injustice to both the officers 
concerned and the Department of Defense as a whole. It seemed 
to me that Admiral Sherman’s comment was a concise summary of 
the difficult position of officers assigned to the Board from the three 
military Departments, particularly if the Board was considered to be 
an instrument of the three military Departments rather than an 
instrument of the Secretary of Defense. 


TRANSFERABILITY OF FunNps BeTWEEN PROJECTS OF THE MILITARY 


Mr. Ritey. What is the authority of the several services in reallocat- 
ing funds where the expenditure for a project is less than the estimated 
cost? In other words, if an allocation is made to build a certain facil- 
ity, or to procure certain ordnance, or something of that kind, and by 
good management and engineering considerable money is saved and 
returned to that service, what authority does it have to reallocate it? 

Mr. McNetm. Let me start with the budget of any particular serv- 
ice—the Air Force, for example. There is no transferability or author- 
ity to reallocate as between the funds you provide for military per- 
sonnel, the funds that are provided for operation and maintenance, 
the funds for major procurement, and the funds for research. There 
is no transferability between those broad areas. 

Mr. Ritey. Is construction the same way? 

Mr. McNem. Yes; and construction. We cannot use construction 
money, for example, to buy aircraft, or vice versa, or construction 
money to pay additional military personnel. Within that framework 
there is no transferability. 

Within the military personnel category, for example, there would 
be some authority for a change between the number of officers and 
the number of enlisted men, or between the number of sergeants and 
the number of corporals. 

As to the transferability in the procurement program, if, in the 
project for procurement of aircraft, price levels were higher on one 
type and lower on another, there would be the possibility of making 
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the necessary shifts. Also, the cost of electronic gear that went into 
the aircraft could change. Changing the specifications of a B—47. 
which would increase its cost, could be possible. 

Similarly, it would be within the limits, as far as allocations ar 
concerned, for the Department to buy six less B-47’s and 18 more o! 
a certain fighter type of aircraft. 

Now, as to transferability between projects, one of the subprojects 
of the Air Force is the maintenance of their supply depots. Anothe: 
of the subprojects is the maintenance and operation of training camps 
It would be possible to increase training camps by 5 percent and 
reduce supply-depot allocations by 3 or 4 percent. There is thai 
much flexibility in that appropriation. Does that answer your 
question? 

Mr. Ritey. Not fully. Let us use construction as an example 
If you give an allocation of $20 million for a certain base and they 
provide all the facilities for that base which are required for $15 
million, what becomes of the $5 million excess? 

Mr. Garuock. [fat the time they come to the Office of the Secretary 
of Defense and ask for the release of money for the base, and if at that 
point it is evident that it will cost only $15 million, only $15 million 
will be released. If the saving occurs affer the money has been re- 
leased, the money comes back into the general appropriation for con- 
struction and is available to be released against any other authorized 
project which is covered by that appropriation. 

Mr. Sikes. Only the authorized ones under the act? 

Mr. Gartocx. Yes. The appropriation act for a particular year 
may cover parts of two or three authorizing bills because we finance 
part of the construction under each of the authorization bills from 
any given year’s appropriation. The $5 million is available for any of 
that. Our normal practice—and I hope in spite of the size of the pre- 
sent operation—is when we have a change of that kind we come back 
and at least informally check with the committee so you will know the 
kinds of changes we are making. 

In the past year or so we have had occasion when we had meen y 
left over, either from savings on projects that were not started, 
present alternative requirements to the committee. We had a oo n 
requirement for another project that had not been funded but which 
was authorized, and the savings, after discussion with the committees, 
were applied to those authorized projects. 

Mr. Sikes. Suppose that you do not build base X, what becomes of 
the money that was authorized and appropriated for base X? 

Mr. Garuock. The first thing that will happen to it is it will not 
be apportioned for use. The next thing that will happen to it is, if w: 
are not going to build it at all those funds will be considered as being 
available for financing other required projects. 

Mr. Sixes. If they are authorized? 

Mr. Gartock. If they are authorized. 


NOTIFICATION TO THE COMMITTEE OF CHANGES IN CONSTRUCTION 
PROGRAM 


Mr. Sikes. Now, is it not true that the representatives of the De- 
partment of Defense did say to this committee that if any changes 
were desired in the construction program that you would come back, 
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discuss those matters with us; and gain this committee’s approval 
before the money was spent? 

Mr. Gartock. That is my understanding. 

Mr. Srxes. Has that been done? 

Mr. Gartock. On the 1952 program, Mr. Sikes, we are just getting 
to the stage where we are beginning to let contracts. 

Mr. Sixes. I know of changes in the program that have been 
ordered, and this committee, so far as I am concerned, was not advised 
of those changes or consulted in any way. 

Mr. Gartock. Will you tell me of their nature? 

Mr. McNett. I know of no discussions with the committee since 
the 1952 program was authorized, or financed. There could have been, 
but | know of none, as this program is just now getting under way. 

Mr. Sixes. Off the record. 

(Discussion off the record.) 

Mr. Gartock. The position of the Department of Defense was that 
it was definitely understood that changes of any magnitude would 
be discussed with this committee. Now, obviously, there may be 
minor changes in the size of a building, and we assume that it would 
not be necessary to come up on that. 

Mr. MeNer. I would say in the case mentioned we would not have 
taken action as yet because we probably have not had a request to 
release the money for it; therefore, the funds are still in the appropria- 
tion unapportioned. There are two parts to this problem. 

Mr. SHepparp. With an understanding of that character there 
should be no moves made. There is loss of time in making the move, 
cost of representation, and so forth, and that should not be anticipated 
until that particular department, whatever it may be, has a clear 
board that the money is in the expendable category, because other- 
wise every dollar that is spent, every hour spent, is a cost against an 
end run that does not have any results, and it is not good. 

Mr. McNett. I agree. What I wanted to say was, I think the 
problem has two parts. First, the question that Mr. Riley has 
raised, and that is, Are funds transferable? Part of.the answer to 
that question is that the construction program is being handled 
differently than are the programs for maintenance and operation, for 
which funds are released on a quarterly basis. 

In the case of construction, because of the volatile nature of the 
program, Mr. Lovett has instructed us to release funds only upon the 
approval to go ahead on an individual project. On any projects which 
have not been undertaken; where there has been no request for release, 
of funds, the funds still remain in the appropriation. 

Now comes the second part of the problem, which is the question 
of eliminating any projects; whether or not any funds are allocated 
or spent. 

We might not yet know of the proposal to abandon this particular 
airfield. In fact, I have not heard of it. So, as far as we are con- 
cerned, it is still on the list. We have the money. It has never been 
requested for release. 

_ Mr. Stxes. I emphasize that in one instance $8 million, presumably, 
is going to be spent somewhere else, and this committee knows nothing 
about it. How many other instances there are, | and the committee 
have no way of knowing. I and other members of the committee 
went to the floor and justified expenditures presented to the committee 
93946—52—pt. 1——11 
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and approved by it. When billions and billions are lying around the 
people must know that it is going to be spent in a proper way and in 
the manner its expenditure was authorized by Congress—when this 
committee goes to the House and says, ‘This is what the services say 
they require for orderly operation,’ we have accepted some of the 
responsibility of seeing that the money is spent as you have justified 
it to us. If we find that is not the case, that you are spending it as 
you want to after you get it, I for one am going to ask for more safe- 
guards than we have on the money appropriated. 

Mr. McNett. I would say that we have not released the money 
It is still in the appropriation unused. 

Mr. Scrivner. To be spent for what? 

Mr. Gartock. On that point you will recall that the authorizing 
bill that we presented last year was for substantially more than the 
amount that was financed, and it was a rare case where we fully 
financed any given station; therefore, to the extent we do have funds 
remaining over by savings, or by stations that are not built, they tend 
to close the gap as to additional funds. I think the committee cer- 
tainly has every right to know the places where we propose to apply 
the new financing, and I will take steps to see that you are apprized, 

Mr. SHepparp. There has been a definite example of the committee’s 
attitude relative to funds being spent for purposes other than those 
justified, and the example I called your attention to was that par- 
ticular station in California where the city of Fresno was involved. 

The city of Fresno went into a very definite upheaval about locating 
an air operation. It was too close to their junior college, and it was 
determined by the military that they were going to transfer, or wanted 
to transfer, a like expenditure to the northern part of the State, but 
before this committee would even clear it they had to change the name 
to use the appropriation. That is how much has been evidenced here 
as to the attitude of the committee, so following the pronounced aspect 
of this thing as it has been in existence, vou are indicating a factor of 
complete transfer of operations all out of step. 

I do not know what the answer is. 

Mr. Stxes. We had an agreement that the services would come to 
us and discuss these matters when they feel it is necessary to transfer 
funds. They sostated, yet they have not been back to this committee 
to discuss changes in expenditures which are now being or have been 
made. 

Mr. McNziu. May I go off the record? 

(Discussion off the record.) 





REALLOCATION OF CONSTRUCTION FUNDS 


Mr. Ritey. In the mechanics of allocating this money, the engineers 
bring you a plan for certain requirements for a base; for lengthening 
runways, or building mess halls and barracks, or warehouses, and 
they give you an estimate of the cost of that base and you allocate 
so much money; is that right? 

Mr. McNet. We go one step further. In our Budget Office we 
have four people with construction and engineering backgrounds. 
We have one colonel from the Army engineers, and incidentally | 
would like to say that never have I seen anyone perform his duties 
with as little service prejudice, or discharge his responsibilities with 
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better appreciation as to what is for the good of the Department of’ 
Defense as a whole. His name is Colonel] Morris. 

We also have a commander in the Civil Engineer Corps of the 
Navy who has been doing an excellent job for the last 2 years and we 
have two civilians with construction experience. His name is Frorath. 

While with, this small group we cannot make the thorough engi- 
neering analysis that we would like, if there is anything on the surface 
that we can find from a cursory examination, then we can be in a 
position of saying ‘‘We cannot buy it.” We do not always allow 
just what the amount initially requested. 

Mr. Rivey. | understand that you cut out any facilities that you 
do not think necessary, but as to the facilities that you agree on, you 
allocate the money according to the engineers’ estimate, 1s that right 

Mr. McNei.. Not necessarily the full amount, because we look 
at it and point out where it seems to be in error. 

Mr. Ritey. But you do make an allocation? 

Mr. McNett, Yes, sir. 

Mr. Ritey. Now, when that allocation is made and bids are 
requested and contracts are let and the construction is done—and it 
is done at a cost less than the estimate—and there is a saving of $4 
or $5 million, does that money not come back into the construction 
fund and may it then not be allocated to another base? Or would 
you put additional facilities on some other base which has already 
been justified, using that money? 

Mr. McNett. You mean that has already been authorized? 

Mr. Riney. Yes. 

Mr. MeNetru. Legally it could be done. 

Mr. Ritey. When a base has been justified for a certain amount of 
money, you can increase the facilities on that base, or allocate money 
for another base, is that right? 

Mr. McNett. Only if it had been a part of the program previously 
approved here. If it had been part of it, but had not been financed, 
we could. 

Mr. Ritey. Let us get it a little more concretely than that. Let us 
say you estimated certain facilities to cost $20 million on base A and 
the same on base B. On base A, by good management and by getting 
good bids (meeting all specifications) it develops that the facilities 
will cost only $15 million, but on base B the $20 million is spent and 
an additional $5 million is required. Would vou give the man at base 
B $25 million, leaving the facilities at base A at a limit of $15 million? 
Could you do that without the authority of the committee? 

Mr. Gartock. May I answer that? There are two points to your 
question. Could we? Yes. We do not plan to, because first you 
allocate practically all of the funds in order to get most of the projects 
going simultaneously. Some of them will be short of money for the 
specific facilities that we have talked about and some will be long. 
We try to balance them out. Let us say on the whole Army program 
we are $100 million over; that is, we have $100 million left. 

We would come back with that money and say, “Here is an amount 
of unfinanced authority that we have. We are proposing to finance 
it by applying $100 million of savings plus X amount of new money.” 
At that point you would pass on the balance of the program and if you 
did not want to give us any money at all, I would assume that you 
would rescind the $100 million. 
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Mr. Rivey. How much variation do you allow in the construction 
of these bases? 

Mr. Garuocx. We are not allowed any to begin with, because we 
are trying to start so much of the program simultaneously throughout 
the country. Each base has apportioned to it the amount of money 
justified in the appropriation. After the bids are let and the bids 
are equal to or less than the amount allocated, ther they can let 
the contract. But if the bids are more than the amount allocated, 
they go back to the bottom again and chop off items that they con- 
sider they can wait for with the least difficulty. For a period here 
there will be no money to transfer between bases, because everybody 
wants to get started at once. 

Mr. Ritey. That is part of the information that I wanted, that 
you are not letting them go beyond the allocations. 

Mr. GaR.ock. That is right. 

Mr. Rivey. In other words, they have to cut out some facility if 
they cannot get all that they want within the allocation. 

I am under the impression that there are a great many of these 
bases where they get construction work done for less than the estimate 
of the engineers, which should build up quite an amount of unexpended 
and unallocated funds. 

Mr. Gartock. I hope that is true. If it is not true at this point, 
we are going to be in real trouble, because of the number of bases that 
have been started. The facilities in the South and the Southwest 
are on the basis of the type of estimating that the engineers used 
last year and those estimates may be high. When we start to let 
contracts there we will know. In the North and Northeast where 
they used the same standard, we probably will be short of funds. 
But if on the whole we are long on funds, the matter will come back 
to the committee. 

Mr. McNew. I might add that one of the big problems is adequate 
reporting. That is one of the things that we try to eliminate where 
it is not useful, but here is an area that requires it. In fact, at this 
time I have on my desk, and will be working on it tonight, the pro- 
posal for adequate reporting on construction. It will show what has 
been appropriated, what has been committed, what actually has been 
apportioned, officially released to the Army and Navy and Air Force; 
what is contracted for and when and the degree of completion by 
dates, plus any changes that may come, for all items in the public 
works program. 

It is quite an extensive reporting job, because the program is quite 
large, comparable to what we have had at any time even during the 
war. 

We felt that it was worth having this rather comprehensive report- 
ing system. Of course, it could be made so comprehensive that IB\ 
machines would have to be used to take care of all the data that 
might be requested. 

What we want to know is, for instance, the status of the project 
at Eglin Field or at Oakland at any certain time. In other words, 
here is the project as originally projected. Here is what has been 
allocated to it, and when it was apportioned, and so forth. Here is 
the contract and here is when the actual obligation to the contractor 
took place and here is the actual physical progress to date, 
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Mr. Riey. I think that would be invaluable information. 

Mr. McNet. It has been started in Army, Navy, and Air. Now 
it is a question of how to summarize it so we can use the information. 

Mr. Ritey. I realize that a great many of these justifications are 
just based on estimates and naturally you wanted sufficient money to 


cover the estimates. I think the same would apply to procurement 


of hardware. When you go into the building of some new machine, 
a new tank or a new airplane, you cannot estimate the actual cost of 
it. But when you get into production, that cost should come down 
and possibly you should have a savings then. 

Mr. McNeiw. Mr. Chairman, may I suggest, if this committee 
would be interested, that General Moore bring up tomorrow or the 


' next day a copy of this proposed public works report. to show you 


how we are laying it out and how we are assembling it, to see if it 
meets what you have in mind. 

Mr. SHerparb. I think that would be worth while for the benefit 
of the committee to see the procedure, the bookkeeping procedure. 

Mr. McNetm. If it would be interesting to the committee, I would 
like to send up, also, samples of our two basic forms for the analysis 
of requirements; the scheduling of production and how they will be 
used as a basis for budgeting and for contracting. 

The same forms will also be used for the computation of material 
requirements, so we will have one basis for procurement operations— 
material, money, plant facilities, and contracts all in line. 

Mr. Ritey. That is all. 

Mr. SHepparD. The committee will adjourn until 10 o’clock to- 
morrow morning. 


JANUARY 24, 1952. 


Mr. Manon. The committee will come to order. 

Mr. Wigglesworth, you may proceed. 

Mr. WiaecLeswortu. I have very few questions, Mr. Chairman. 

Do I understand, Mr. McNeil, that both the two tables that you 
have presented to the committee can be inserted in the record? 

Mr. McNet. Yes. 


New OBLIGATIONAL AuTHORITY BY Cost CATEGORIES 


Mr. Manon. We will insert them in the record at this point. 
(The tables referred to are as follows:) 
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New obligational authority by cost category, fiscal year 1953, President’s budg:' 
















































































{Millions of dollars] 
Cost category Army Navy /|Air Force} OSD Total 
I. Military personnel costs. --..................- 4,477 3, 162 2S Ca 10, 93 
(a) Pay and allowances..........._______- 3,353} 2,496; 2635|.. 8, 484 
SE | =a ae Seema 685 436 gg Se 1, 498 
(c) Individual clothing--._........________ 242 113 MP dcpcn cece 487 
(d) Transportation—permanent change of 
pee EE OE EES RT ELE 155 113 _ 5 Sea 414 
(e) Other military personnel activities____ 42 4 | So 5) 
II. Operation and maintenance.............-.--_- 4,690; 3,008| 4,525|. 12, 22 
(a) Troops and facilities. ._...........___. 1, 799 ee CES 2, 037 
(6) Aircraft and facilities................_- 10 636 YS eee 4, 338 
(c) Ships and facilities___......._.....___. 14 YY BGS ees 1, 095 
(d) Armor, armament, ammunition, and 
related facilities. .............__... 90 MR Es ee 224 
(e) Service-wide facilities and depot sup- 
ae EE a ee 2, 187 613 3,177 
Up eat Sees ee 236 108 444 
(g) Service-wide administration... _...___- 210 104 427 
(h) Service-wide finance.__......._______- 43 21 76 
() Recruiting and general service-wide 
EG Re ARE 101 73 gf ee 405 
III. Major procurement and production ecosts.___.- 3, 665 6, 106 wee 1S 21, 807 
Ok | REET Es 8 RAS Ee ae on eae 36 3,327| 10,696 |... 14, 059 
(6) Ships and harbor craft__............__- } 50 i | RR: eee 1, 150 
(c) Combat vehicles and artillery... _.___- 440 AS Tae es 602 
_, SES EEE Se | 3 |. S SRS 108 
(e) Ammunition and guided missiles______ 2, 558 1, 030 LTR 4, 348 
(f) Electronics and communications... ____- 226 182 | Re ies 818 
(g) Vehicles (noncombat) -.....-.......__- 166 53 _ § Rae 301 
(h) Special training equipment__.._.._..__|...._____- 25 3 ee 85 
(i) Railroad, construction, and metals- 
handling equipment. -_...............}.......__. 122 i Pena eet 150 
Expediting production. _..........__- | Pf a ee Edit Been) Ee 186 
IV. Acquisition and construction of real property a Eh EE RG ih Tod a ee 
V. Civilian components. -._..................- --| 418 244 pe 852 
VI. Research and development_._............._._- 469 75 607 60 1,711 
(a) Direct costs. ......_.- 450 480 525 60 1, 515 
oe a aa 19 | 95 __2 ees 196 
VII. Industrial mobilization.._....._......-.-.._.- fe 56 21 | eG 81 
VIII. Establishment-wide activities.___._____- 425 84 | 44 366 919 
BS. ee ee ee AS fas n---|-- 345 | 34 
(b) Office of the Secretary of Defense______| ERED: ES 15 | 1 
(c) Interservice and department-wide | | 
projects ‘ LD ES tlhe HE | 385 | M 44 | 6 | 519 
Duck and webbing pool.__........___- | ip SERRE ope Gidisigcta tk cmtadiedl 40 
—_—_——— SS =—_ —— | ——— = 
Contingencies -| Sule ake eawaibaced . ied 40 | 40 
Total, January budget -.-.---.---| 14,200 | 13,200] 20,700 | 466 | 48, 566 
Proposed for later transmission (public works, 
a ee RC | SES ES Ses, Be e N Pe eee | 3, 500 
Total proposed new obligational authority - | PE ER | 86 OR S08 CONN eee PE an ae 52, 066 
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Mr. McNei. Mr. Chairman, yesterday I mentioned two docu- 
ments which we will use as a basis for the major procurement program. 
I wonder if the committee would like to see copies? 


Mr. Manon. Yes. 


We will be delighted to have them. 


Mr. WicGLeswortu. I was very much interested yesterday in the 
discussion, both on and off the record, developed by Mr. Sheppard. 
I am wondering if there are any other agencies, or functions under 
the Department of Defense, which fall into the same general situation 
as to organization as the Munitions Board and the Research and 
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Development Board, which were referred to in the course of the dis- 
cussion. 

Mr. McNet. The nature of the organization of the Joint Chiefs of 
Staff presents some of the same basic problems. One other group 
which has the same problems inherent in the structure would be the 
Armed Forces Medical Policy Council. Although most of this work 





is subject to other——— 

Mr. WicGLeswortH. Would that cover the list? 

Mr. McNat. Yes, of the agencies associated with the Office of the 
Secretary of Defense. 

(Discussion off the record.) 

Mr. WicGLeswortu. On these tables that you have given us I 
notice nothing for acquisition and construction of real property. 
That will come later under ‘‘Public works,” I take it? 

Mr. McNett. Yes. 


FUNDS FOR EXPEDITING PRODUCTION 


Mr. WicGcieswortu. Is there anything in here for what we usually 
call expediting construction? Is that covered by the heading “In- 
dustrial mobilization’’? 

Mr. McNett. No. We have no funds for expediting construction 
of public works types of items. The expediting that I think you 
refer to has particular application to the Army insofar as it has in the 
past been shown a separate project. To the extent that it exists it is 
included in major procurement. In the case of the Army the funds 
that you provided in 1951 and 1952 generally took care of their im- 
mediate industrial expansion. 


CIvILIAN PERSONNEL REQUIREMENTS 


Mr. Wiaeieswortu. I do not see any statement here—perhaps it 
is coming Jater—with reference to the civilian personnel in the re- 
spective branches. Is anybody going to furnish that data to us? 

Mr. McNer, It will be furnished, and our best guess is it will be 
about 5 or 6 days before a complete summary will be available. 
Our problem in working out such a summary with any degree of 
accuracy might be illustrated as follows: In revising the schedules, 
involving the stretch-out in procurement that we have been engaged in 
since December 28, the question of where some of the work will be 
done affects the number of personnel and Federal payrolls. If certain 
of the ships in the shipbuilding program are built at Norfolk, Brooklyn, 
or San Francisco shipyards, Federal employees will be employed in 
construction. If built across the river from Norfolk at Newport News, 
they would not show as Federal employees at all, although the over-all 
budgeted cost would be approximately the same in total dollars. 
The decision as to whether we will increase the level of production of 
tanks at the American Locomotive Corp. plants, or continue the 
production of tanks at a higher rate at the Detroit Arsenal, makes a 
substantial difference in Federal employment. We will soon have 
that worked out and will present the results to the committee. The 
chairman, last night, mentioned that Mrs. Rosenberg might be 
requested to appear before the committee on the whole manpower 
problem. 
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REASONS FOR DELAY IN PRODUCTION 


Mr. WicGLeswortn. It appeared in yesterday’s testimony that 


we are right up to the mark with respect to various items in our 


program, that with respect to other items, we are not up to the mark. 
Also that with respect to other items we are considerably below the 
mark. 

Insofar as we are behind schedule, is that due to a lack of raw ma- 
terials, a lack of machine tools, frequent changes in design, or what is 
the explanation and when may the bottlenecks be expected to be 
eliminated? 

Mr. McNett. All the things you have mentioned are factors. | 
think that another factor which was not mentioned should be brought 
out, but I will touch upon the specific points that you stated. 

First, some of the initial schedules were completely unrealistic. 
The initial tank schedule, for example, would have called for very high 
production this fall. As is now known it was not a realistic, practi- 
cable forecast of capabilities. As we commence to get better evaluation 
of the capabilities of industry and their production problems we are 
then in a position to make a much more realistic schedule. We believe 
that present scheduling can be realistic. 

I mentioned yesterday the problem of the Air Forces in trying to 
arrive at a realistic schedule on certain models of jet engines where 
they would get two conflicting estimates of the capabilities of industry, 
one through the ODM staff and one entirely different submitted 
directly to them. Only when these differences could be reconciled 
and a visit to the plant made by competent production people could a 
reasonably accurate estimate of actual production capabilities be made. 

This particular schedule after analysis and review is being revised 
to a more realistic production schedule. Up to this time, measuring 
progress against the initial optimistic and inflated initial target makes 
the production record look bad. Actually, the progress for this item 
has been reasonably satisfactory considering the problems encountered. 

There have been problems in tools. Some of the criticism can prop- 
erly be leveled at the Department of Defense for not utilizing earlier 
certain of the tools in its reserve. There again, looking bac'x, we should 
have used the “War Reserve”’ tools 3, 4, or 5 months before we did. 
Some of those tools were being retained in reserve, as a package, with 
specific tags on them ready to go into a specified production plant so 
that if we went to full mobilization there would be a complete produc- 
tive installation. 1 have particularly in mind a complete list of tools, 
all earmarked to go into a Hingham, Mass., plant. Navy had it all 
packaged and ready to move in and install. Those tools have now 
been distributed to the other services and are now being utilized in 
the manufacture of jet engines and tanks. Navy wanted to keep them, 
and I think for good reason. If mobilization was to take place they 
wanted them ready to move in. 

Then there is no question but that, again looking back, that an 
earlier resolution of the price problems of the tool manufacturers 
could and should have been accomplished. It took from January 
to August to get the price ceiling matter straightened out. Mean- 
time the tool manufacturers were not particularly interested in going 
into high production with the ceiling price set on a base period in 
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which they were virtually living from hand-to-mouth—just staying 
alive financially. 

On design changes there is no question that certain production 
would have gone faster if designs had been absolutely frozen. Again 
looking backward—some of them were not ready to be frozen. While 
perhaps mistakes have been made, I think that we always have to 
keep in mind that if we do not make certain changes, as for example 
in aircraft, as we go along what we do is to keep on building the type 
of product that 1 or 2 years later will cause a demand for immediate 
replacement. That is one of the real problems. 

Now, that is being solved in part by attempting to bunch changes 
so that you do not have constant interruptions in the production line. 

I know that for one particular type of aircraft there are 30 changes, 
accumulated since October, that they plan to make next May. That 
will cause only one interruption in production. 

Did I touch upon all the points that you had in mind, sir? 


DELAY IN PRODUCTION OF MACHINE TOOLS 


Mr. Wiae.iesworrn. I think so. Would you say that there is or 
is not a bottleneck with respect to machine tools today? 

Mr. McNetu. Yes; there is. 

Mr. Wiae.eswortu. How long is it going to take to solve that? 

Mr. McNetw. I am not an expert on that subject, but I listen to 
the comments of people who I think are competent, and I would say 
along toward the end of this vear anything that is necessary for our 
current level of production will largely be in place. 

Mr. Wiac.ieswortu. Fiscal year or calendar year? 

Mr. McNet. Calendar year. I would say that certain additional 
tools, in order to develop a further expandable base, would have to 
be installed following that period. Incidentally, that is one of the 
ways that the tool problem is being resolved at the moment. Mr. 
Bedford, for example, has taken certain tools away from a contractor 
who was developing his production line and his ability to expand to 
complete one of the jet engine plants. He is taking the future 
expansion capability and putting it into actual production at the 
moment. 

So, by going out and getting a definite list of just what tools are 
short, and applying the budget review technique of thorough review 
and screening, you find that you do not need two of those tools, one 
will do, you can operate the one for 18 hours a day during this period. 
By going down the priority list he is able to break bottlenecks and get 
things moving. 

I want to sat that Mr. Bedford has done a very excellent job just 
by going out and sticking to a problem until he gets something done, 
and then moving to the next problem. 

Mr. Wiae.ieswortu. | think that is all. 

Mr. McNetu. May I say another thing with regard to “bottleneck 
breaking’? When you break one bottleneck another one crops up 
further down the line. The minute you break one bottleneck the next 
component, which perhaps is satisfactory for a slower rate, becomes a 
bottleneck. So long as we are in any kind of production we will 
have a succession of bottlenecks that have to be taken care of, and 
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can be. I think we are now organized pretty well to break them 
intelligently. 


WORK STOPPAGES 


Mr. Scrivner. Carrying on just a bit further with your disrupted 
schedules of production, there is one element that I did not hear you 
mention at all. What, if anything, has been the effect on production 
of work stoppages, or strikes in certain key industries? 

Mr. McNei. I should have mentioned that, sir. The copper 
strike definitely affected some of the ammunition schedules. The 
strike in the Wright engine plant and the strike out in Cleveland, 
which involved forgings for certain aircraft components, definitely 
affected the schedules, or will affect the schedules, in February, 
March, or April as the shortage of components crops up. 

Mr. Scrivner. Would the same thing be true with respect to the 
strikes affecting your electronic installations or aviation production’ 

Mr. McNet. Yes, they do affect it. In my mind at the moment 
I cannot isolate particular items such as I could on some basic forgings 
for aircraft and the effect of the copper strike. 

Mr. Scrivner. Has the Office of the Secretary of Defense had any 
report on what effect the strike will have on the production, for in- 
stance, at Borg-Warner? 

Mr. McNett. Yes. Mr. Small, I think, will be here either this 
afternoon or tomorrow, and the Munitions Board. I think that he 
is quite familiar with that. I know that he and Mrs. Rosenberg had 
both labor and the representatives of industry around the table trying 
to get on with that job. They spent some time with it, but I do not 
know the details. 

Mr. Scrivner. Perhaps some of the questions I have in mind 
should not be addressed to you particularly, although as comptroller 
you are undoubtedly in a position, if you do not have the information, 
to get it for us. 

Fuicut Pay 


One of my questions relates to an effort by Congress in the 1952 
appropriations to bring about some economy and eradicate some 
abuses in the matter of flying pay. What, if any, economy is now in 
prospect and what, if you know, has been the attitude of the services 
toward this problem; namely, of trying to carry out not only the im- 
plied but the express intent of Congress in cutting the requirements 
for flying pay to the absolute minimum? 

Mr. McNetu. You have asked a question that has some very 
sensitive implications. 

Mr. Scrivner. I do not intend to ask any question that would be 
personally embarrassing. If you would rather have the question 
referred to someone else for an answer, I will refer it to someone. 

Mr. McNett. First, I will say this: General McNarney has been 
in charge of a group called the Management Committee, and has 
taken up the problem of flying pay for administrative and proficiency 
flying as against that in actual combat units. Three or four steps 
were taken as a result of that which have produced some economies. 

For example, the Navy had at that time a base of 80 hours as being 
necessary to retain their flying qualifications. The National Guard 
wanted a different and greater number of hours. The Air Reserve 
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wanted different hours. That was all brought into line in the budget 
last year and this year at 80 hours, so there is a standard level of 
80 hours per year. 

Then certain instructions were issued intended to prevent the use 


of aircraft for pleasure jaunts. The estimate of the effect of that 
- made by the Management Committee was that there was some 
$40 million to $50 million lesser annual requirement in 1952 than 


previously. 

I do not have a measure of the specific savings that might have 
come about from the lesser use of aircraft for personnel who perform 
primarily administrative tasks. 

Mr. Scrivner. Of course, that will be hard to find in this com- 
paratively short period of time, the time since the act took effect to 
the present, but it is something that you should watch very carefully 
in the Office of the Comptroller. 

Now, there is another question that I have not touched up, and that 
is evasion. I do not have any information on it but I hope to get 
some. I have heard that there are men who either are or have been 
pilots and completed their training and are qualified for flight pay 
who are being sent to school and I can see no reason why they should 
be paid flying pay while in a school, but I am told, strange as it may 
sound, that the order to students carries with it an order carrying some 
flying. I have been handicapped in getting information, but if that 
situation exists that is an out-and-out dishonest evasion of the intent 
of Congress and should be stopped immediately. 

Mr. McNett. I am sure, sir, that officers ordered to certain schools 
for, let us say, a 6-month period, have orders that do include authority 
to continue on a flying status. 

Mr. Scrivner. Why? That is not a part of a primary student’s 
duty as a student. It would only take a matter of a few hours to 
sharpen them up on their flying again. 

Mr. McNett. That is a question that has been raised several 
times and one that has not been resolved, the time that a person can 
be away from flying and the time that it takes to bring him back up 
to proficiency. 

Mr. Scrivner. I hope that the Sub-sub-sub-committee on Air will 
go into that, and I hope that the Sub-sub-sub-committee on Navy will 
go into it as far as the Navy is concerned. 

Mr. McNett. I suggest that that question be raised with Secretary 
Finletter and General Vandenberg, Secretary Kimball and Admiral 
Fechteler. 

HeEwicopreER TRAINING SCHOOLS 


Mr. Scrivner. I suppose that there are some flying hours now in 
the Army and flying pay. As I understand, we have helicopters now 
flying in the Navy, in the Marine Corps, the Air Force, and in the 
Army. 

Mr. McNet. Right, sir. 

Mr. Scrivner. And the Coast Guard, and I do not know where 
else. There are probably some other places. 

Now, there is apparently growing up, if I remember some of the 
specifications, at least four training schools for helicopter pilots and 
four or more separate training schools for maintenance crews for 
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helicopters. All of that to me, as a foot soldier, is a quadrupling of 
effort rather than unification. 

If you do not have any information on that, I would like to have a 
complete statement later. 

Up to a certain point the helicopter training, handling, maintenance, 
and instruction could be unified and by so doing you would save quite 
a bit of equipment and maintenance operation. That could be used 
in the field. 

Mr. McNei. And major overhaul might come into the same 
picture. We will furnish you the information concerning helicopter 
training. 

(The following information was submitted to the committee: ) 


NAVY 
Training (helicopter pilots and crew): one installation, Nayal Air Station, 
Santa Ana, Calif.; one installation, Marine Camp Lejeune, N. C. 


Overhau! and repair: one installation, Lakehurst, N. J.; one proposed facility, 
Jacksonville, Fla. 


AIR FORCE 
Training (helicopter pilots and crew): one installation, San Marcos, Tex: 


(Air Force also conducts primary training for Army liaison pilots at this installa- 
tion.) 


Depot overhaul: The depot facility at San Antonio, Tex., is utilized for the 
overhaul of helicopter gear boxes, blades, and engines. The Middletown, Pa., 
depot is used for the overhaul of components. The Air Force has not established 
a separate depot facility to be used exclusively for the overhaul of helicopters. 


ARMY 


Training (helicopter pilots and crew): one installation at Fort Sill, Okla., 
used for advanced liaison pilot training. Primary training of Army liaison pilots 
is given by the Air Force at San Marcos, Tex. It is contemplated that all heli- 
copter training will be transferred to Fort Rilev, Kans. 

Overhaul and maintenance: Army has responsibility for only field maintenance. 
Air Force has responsibility for depot overhaul of Army helicopters and performs 
most of the overhaul activity at San Antonio, Tex. 


Orricers ATTENDING SCHOOLS 


Mr. Scrivner. Now this is something that you may not have infor- 
mation on, but as Comptroller of the Department of Defense you 
should probably have it, or access to it. 

Even though Korea has not been officially recognized as a war, 
the situation in which we are now has all of the elements of war and 
it should be recognized by those people that there is a great need for 
qualified personnel. Yet there seems to be a continuation of the 
peacetime practice of sending what seems to me to be an extremely 
large number of officers to school pursuing courses which are appar- 
ently purely academic. They are sending them just for the sake of 
giving them a little broader educational base. Is there any place 
where we can find out how many officers in all the services are being 
sent to schools and what kinds of schools they are attending? 

Mr. McNeru. Yes. We can get that information for you, but 
perhaps it would be better if Mrs. Rosenberg gave you that informa- 
tion when she appears before you. 

Mr. Scrivner. I would like very much to have it. I would like 
to know the courses being studied and things like that. I know, for 
example, of one particular case where a man made a very fine combat 


Bey a 








Re rth ye agree ait 


EAT A LMI NEVA SPA IE 


& 
& 
3 
i 
% 












g of 
vea 


nce, 
ulte 
used 


ame 
pter 


tion, 


ility, 


Tex: 
alla- 


- the 
Pa., 


shed 


kla., 
jilots 
heli- 


nce. 
rms 


for- 
you 


var, 
and 
for 
the 
ely 
ar- 
> of 
ace 
ing 


but 
na- 


like 
for 
bat 











ss inonl sie 


Meh irate Sait 





; 
4 
3 
F) 





173 


record in World War II but since World War II, which has been over 
since 1945, he has been on duty with troops less than 1 year and been 
in school the rest of the time. I think he is being sent to some other 
school now. That is fine for him and for his family. It is a com- 
paratively soft set-up; but you need men like him, I assume, running 
up against the obstacles that we have in Korea. You need him right 
out in the field with the troops. 

There are some being sent to law school. Why? I do not know. 
There would not be any great difficulty now in finding men who had 
combat experience in World War II, who have come back and re- 
ceived their law degree, been out and practiced, and they would be 
ideally qualified in JAGD or any other legal assignment without tak- 
ing other men and sending them to law school. It just does not make 
sense. 

Mr. McNeiu. Well, there are three kinds of school programs being 
operated for officers. There are those that you mentioned, and we 
will get for you the complete list of where the people are being ordered 
to duty where schooling is their main occupation. 

Arrangements have been made by all three services with schools, 
particularly where service activities are near centers of population, for 
getting certain types of courses. In that the Government does not 
participate. My son goes to one of them. He got out of high school 
and went into the Air Force. He now is well along in his third year 
at college, but he has been going at night and all on his own. 

Mr. Scrivner. That is all right. Practice like that is to be com- 
mended, as long as it doesn’t interfere with their military duty. 

Mr. MeNeiu. I know, for example, that George Washington 
University night classes are pretty well attended by Army, Navy, and 
Air Force officers on their own. 

Mr. Scrivner. That is all right. 

Mr. McNerz. The Army, the Navy, and the Air Force worked out 
with George Washington the types of courses that are most suitable 
for the types of duty that officers might be expected to be assigned to. 

Mr. Scrivner. That is not what | am getting at. 

Mr. McNett. Then there is the third type of schooling, for example, 
the National War College at Fort McNair. Then there is the Army 
War College at Leavenworth, the Naval War College at Newport, 
and the Joint Armed Forces School at Norfolk. Those schools are in 
existence because there is nothimg in private life that can provide this 
specialized type of instruction. 

So it is the first class that you are interested in, and we will get that 
information for you by types of schools. 


RepwuctTion IN COMMUNICATION EXPENSES 


Mr. Scrivner. Now, I suppose that there is a rather large item in 
here for communications for the services, What if anything, has your 
office done to get some of the communications down to a practical 
level? For instance, | could give two or three examples of where a 
long distance call was made and the element of time and importance, 
it appeared to me, did not call for the expense of a long distance tele- 
phone charge. I certainly would not do it m private business, and the 
military should not do it in military business. A letter could have 
been sent by air mail, and if they thought the delivery might be de- 
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layed they could have put a special delivery stamp on the letter. The 
cost of transportation would be about 26 cents compared to a tol! 
charge of between $7 and $8. 


USE OF TELEGRAMS 


From some of the examples I have seen here has been a terrific 
abuse of these telegrams sent me. I expect many Members of Congress 
have received a telegram in reply to some communication that certainly 
did not call for the expense, because a letter would have been more 
complete and would have done the job just as well. 

Then there is another type where tele ams are used, and there is 
not only the cost involved but the psychological impact of the tele- 
gram may be questioned. 

Without referring to names, there is an instance I recall that came 
to my attention when I was at home, from the mother and father of a 
boy that I knew quite well. As a matter of fact, they had four sons 
in the service. One of them was reported missing in action. He 
was later declared dead. No identification could be made of the 
remains. A short time ago arrangements were made to have a burial 
of a number of unidentified remains in St. Louis. The War Depart- 
ment, instead of writing a letter which could have been couched in 
language which would have softened some of the harshness and told 
what the situation was, sent a telegram. They could have sent a 
letter telling this family, recalling that the boy had been killed in ac- 
tion; that his identity had not been established; that there was a plan 
whereby several unidentified remains were to be interred at St. Louis; 
that while quite possibly none of these was their boy, again it might 
be, and if they wished to attend the services at St. Louis of course 
that could be done. But instead there came a telegram in so many 
harsh terms stating that there would be this mass burial at St. Louis; 
that while they recognized the situation as it related to their son, if 
they wanted to they could attend the burial at St. Louis at their own 
expense. 

The cost of that telegram was somewhere in the neighborhood of 
$8.50 to $9. Not only was it expensive, but the impact was tragic. 
It lacked any touch of humaneness. It lacked all of those things 
relating to the personal impact. 

Mr. McNett. There is a certain curtness that gets into telegrams. 

Mr. Scrivner. If you are going to use a telegram as a means of 
communication, the cost of it demands that you be curt and terse, 
but when you are dealing with broken homes and broken hearts you 
cannot be terse and still do the kind of job that should be done. 
What information do you have on situations like that? 

Mr. McNeru, Well, I cannot be too specific on just the last point 
that you mentioned. 

On the general problem of using telegrams and telephones, efforts 
are made administratively to keep it in 


Now, we have tried several means of trying to keep it somewhere 
within reason. At one time we put specific limitations in allotments 
to control the use of telephones and telegrams, and it did. I recall 
at Inyokern, Calif., they had a limitation, in what seemed to be a 
reasonable amount, for long distance calls and telegrams to operate 
the station. The next thing we knew there were four or five airplane 
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trips costing probably $1,200 each in which an officer was sent to 
San Francisco and to Washington—and that is when I first heard of 
it—because they said that they had to communicate. They did that 
instead of using a telephone. That is a case where by enforcing 
limitations of one kind you became extravagant in other items of 
expense. 

(Discussion off the record.) 

We will take a complete look at that whole field. 

Mr. Scrivner. If the members of this committee have not become, to 
a small degree, at least, accustomed to hearing some of these things, 


if we had heard of a situation like the one you just related, our blood 


pressure would have gone up so high that Dr. Calver would have 
many of us hospitalized at Bethesda fer an indefinite period. 

Again that shows that no matter what we try to do, and what you 
try to do, we cannot instill common sense or practicality in the minds 
of a lot of people. 

Now going back to the telegraphic notice on combat casualties. 
There again i sometimes wonder why it is done, because many of these 
notices relate to an injury which happened day and weeks—in some 
cases—months before the telegram was sent, so that the necessity for 
expediting the news is not urgent. There you could still do a more 
humane job of notification with more information by letter, by air 


* mail special delivery, because the impact of a telegram is pretty hard 


in some cases. All of us in all walks of life receive special delivery 
letters once in a while. The arrival of a telegram of itself builds up 
certain reactions in people. They conjure up 1,000 things in their 
minds before they dare open the telegram, and yet they have no 
hesitation with regard to opening a letter. 


Mr. McNew. I think the thought you express has two good points, 
ind we will see what we can do with both of them. One, money, and 
the other, the effect. 

Mr. Scrivner. Yes; the humane end of it, and then again the 
economy that could be achieved, which could run into millions upon 
millions of dollars and leave your wires open for real important 
business. 

Mr. McNett. I agree, sir. 

(Discussion off the record.) 


MosBILizATION REsERVE PROGRAM 


Mr. Scrivner. On page 9 of your statement you refer to mobiliza- 
tion reserves, and some of this probably will have to be off the record. 

My recollection is that in the 1952 budget we provided funds for a 
certain mobilization reserve program. We provided for a rather large 
number of items so that they could be procured and be ready to go if 
mobilization should be called for during the fiscal year. Up to now 
in this fiscal year 1952 the mobilization has not come. Now, whether 
it will come between now and June 30 or not is problematical, but in 
the event it does not, what will be the situation as it relates to those 
funds for the mobilization item? My recollection is that we were 
told if mobilization did not come there would be no necessity for a 
request for mobilization items and that there would be nothing in the 
1951 budget for that if mobilization did not come. 
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Mr. McNet. I would like to answer that in some detail because 
there is no single answer to the whole problem. I think there were 
presented to you in the 1951 and 1952 budgets, lists of items for which 
a start, in some instances a substantial start, was made towards the 
financing of what might be called mobilization reserves. All items 
were not so financed, nor were the mobilization reserve needs fully 
met in a great Many items, and for some items there was no financing 
of mobilization reserves at that time. 

Take aircraft, for example, as the biggest single item of equipment. 
There were no mobilization reserves of aircraft financed in the 1951 
or 1952 budget. As a matter of fact, the funds requested would not 
have completed the modernization of the active units. It would 
have bought substantially enough aircraft initially to modernize a 
95-wing Air Force but not for an expanded force. 

Mr. Scrivner. | was not thinking so much about the air as I was 
about the-—— 


Mr. McNett. I was going to take three or four categories and 
outline them. 

In the 1951 money, the 1952 money, and the request that we have 
for 1953, in the case of aircraft, there would be sufficient funds to buy 
aircraft generally to modernize naval aviation to its presently approved 
size, and essentially sufficient new aircraft which, when delivered, will 
provide for the 143-wing force but with no war mobilization reserves 
of that item. 

Now, let us take another large area. There is the item of trucks 
which is essentially an Army item, although other services use limited 
quantities. 

In the case of the Navy there is no provision for trucks beyond their 
normal operating needs. The same is true of the Air Force. In the 
case of the Army, which depends upon trucks as a primary means of 
transportation, the 1951 money and the 1952 money and the request 
that we have here for 1953 would provide trucks running from about 
35 percent of the mobilization reserve in the very heavy items down 
to 15 to 20 percent in certain items like the 2%-ton truck. 

Now take ammunition. In ammunition you provided money which, 
had there been no Korean operations, would have given us a substan- 
tial start on mobilization reserves for that item. We have used in 
Korea sufficient ammunition and do not have an adequate war reserve 
at the moment. In that item we are asking for funds to replace in 
1953 what we used out of stocks in 1952. Generally, 1951, 1952, and 
1953 money would provide ammunition for what would be con- 
sidered a 50- to 60-percent mobilization reserve equipment. 

Now that is reflected in this way: Last year there was provided for 
the Army in the major procurement category which covers trucks, 
ammunitions, and items of that kind, $8,832,000,000. This year the 
request is for $3,655,000,000. In other words, we have taken into 
consideration what we have on hand, what we have on order from the 
1951 and 1952 money, in order to arrive at the $3,655,000,000, a 
reduction of $5,000,000,000. 

Mr. Scrivner. As far as the Army is concerned, the items that 
relate to mobilization reserves for which you asked money last year 
will be covered in detail? 

Mr. McNett. Yes. This budget would be substantially lower if 
it were not for the fact that we have to—request additional amounts 
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for new aircraft for the expansion of the forces as outlined. In fact, 


a little over $12 billion of the total of $21 billion for procurement 
requested in 1953 is for aircraft. 


Mr. Davis. I notice, Mr. MeNeil, a considerable amount of cutting 
has been done in your officé; that is, from the total of the requests 
that were submitted to you by the various branches. I mention that 
only as a prelude to the question that I will ask off the record. 

(Discussion off the record.) 


PERCENTAGE OF HiGH RANKING OFFICERS IN THE SERVICES 


Mr. Davis. Mr. MeNeil, it has appeared to me and I think to 
many other members of this subcommittee, that there is a much 
higher percentage of officers in the higher rank brackets today than 
there was at any time in World War II. What is the explanation 
of that? 

Mr. McNett. | think you will find that the ratios vary as between 
the services. In the Army, the ratio of officers to men is not much 
different than it was during World War Il. In the case of the Navy 
it is about the same. This budget is based on a ratio of 10.4 in the 
case of the Navy. The Marines are less than that. 

Mr. Davis. | was not thinking so much of the total number of 
officer strength as compared to the total personnel, as I was of the 
higher ratio of those in the higher brackets. Last week, in connection 
with the pay raise bill I inserted in the record a table showing the 
number in the higher ranks as compared with the situation in World 
War Il. A very cursory examination of that table shows that there 
are just many more in comparison to the total over-all strength 
than there were at the height of World War II; 1945 was taken for 
World War II comparison purposes. 

Mr. Srkes. Will the gentleman yield for a moment? 

Mr. Davis. Yes. 

Mr. Stxes. With reference to the table that has been referred to, 
which is to be provided for the committee, 1 should like to ask that 
copies be provided for the subcommittee of the Army in addition to 
those that may be desired by the chairman. 

Mr. McNett. Suppose we prepare a table, taking some period dur- 
ing World War II when the size of the Army was at the maximum, and 
present it by ranks and percentages, for the use of the committee. 

Mr. Manon. Usually we have the ratio of officers to men as a part 
of the hearings, but the comparison that Mr. Davis speaks of is not 
always in the hearings, and it ought to be. 

Mr. McNett. We can provide that. 

(The information following was supplied for the record:) 
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(Statement off the record.) 

Mr. Davis. Let me ask you this question, Mr. MeNeil. Are you, 
to use a colloquial phrase, stuck with that much rank, because there 
has been authorization for it by law? 

Mr. Gartock. There are no general officers in the Army or in the 
Air Force or admirals in the Navy whom Congress has not approved. 
w Mr. McNeru. And they are approved in two ways. I think it is 
true in the Army and the Air Force and I know it is true in the Navy. 
There is an authorization by percentage for the different grades of 
officers and then all flag and general ranks are specifically approved by 
the Senate. 

Mr. Manon. They do not have to be flag rank; a second lieutenant 
has to be approved by the Senate. 

Mr. McNett. Those are permanent officers. But all temporary 
officers of flag or general rank have to be approved by the Senate. 

Mr. Davis. 1 think that is the nub of the matter. Do the tables 
provide for that by permanent or temporary ranks? 

Mr. McNett. By rank. They may be filled by someone holding 
a temporary rank. A table of organization may call for a brigadier 
in command of a wing. He may be a lieutenant colonel on the perma- 
nent list, but have the temporary rank of brigadier general. The 
table of organization and allowances could be filled by an officer with 
temporary rank. 

Mr. Davis. Except for the fact of confirmation by the Senate, 
does Congress have any direct control over the number of people in 
these various ranks on a temporary basis? 

Mr. MecNemu. Not directly. It is more indirectly through the 
budget process. I might add that at the beginning of this build-up, 
the Navy had about 270 flag officers; that is, all grades above captain. 
Admiral Sherman was then CNO and he said, We are going to accom- 
plish this build-up with no increase in the number of flag-rank officers; 
and that is what they have done. The flag ranks are the same in 
number as before the build-up. 

That has not been true in the other services. 

Mr. Srxes. What is the relative increase in the other two services? 

Mr. Gartock. That is hard to answer, because we have them all 
the way from lieutenant colonel to general and it varies. Then there 
is the combination of the Army and the Air Force in 1945, as against 
the split later. 

Mr. Sixes. Did the services ask authorization for additional general 
or flag officers for fiscal year 1953? 

Mr. McNet. In their budget tables? 

Mr. Srxes. Yes. 

Mr. McNet. Yes, sir; there is some increase over last year. 

Mr. Sixes. I wish you would provide for me a table showing the 
number of additional officers requested for fiscal year 1953 by rank; 
and also a table showing the number requested originally of the Bureau 
of the Budget. 

Mr. McNett. There was no change by the Bureau of the Budget. 

Mr. Stxes. Excuse me for interrupting, Mr. Davis. 

Mr. Manon. We want the over-all personnel picture with respect 
to military and with respect to civilians and with respect to each of 
the three services. If vou do not have that in the best form in which 
you can submit it to us now, when Mrs. Rosenberg comes up here a 
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little later, she will probably have that information. That would be 
the place to bring out the facts with respect to the whole picture. 

Mr. McNetu. We will see that she is provided all the information 
necessary to reply to these questions. 

Mr. Davis. What I am really trying to get at is this. You said 
that you have a table of organization which governs the percentages 
in the various ranks. Does that apply only to permanent ranks or 
does it also include temporary ranks? 

Mr. Gartockx. May I comment off the record on that? 

Mr. Davis. Yes. 

(Statement off the record.) 

Mr. Davis. Has not Congress set a ceiling on the number in the 
various higher ranks in the branches of the service? 

Mr. McNet. Four-tenths of 1 percent of the officers in the Navy 
may be flag officers. 

Mr. Gartock. I do not think there is a similar law for the Air 
Force. 

(Discussion off the record.) 


PROMOTION OF REGULAR AND RESERVE OFFICERS 


Mr. Sikes. Perhaps this is not the proper time to bring this matter 
up, but I do want to mention the fact that I shall want a great deal 
more information than I now have on the basis for policies on pro- 
motion. Iam advised that in promotion of company grade officers 
there is not too much difference between the percentage of Reserves 
and the percentage of Regulars who are promoted, but when field 
grade officers are considered, the Reserves begin to drop behind very 
fast and the great majority of the promotions of field grade officers 
are among Regulars and not Reserves. 

Finally when you get up into general officer rank, the Reserves 
are almost completely out of the picture. Since they are fighting the 
same war and doing the same job, I shall want a great deal more 
information about that policy. 

Mr. Scrivner. That is particularly pertinent when the figures 
show that almost 85 percent of those fighting in Korea are now 
Reserves and not Regulars; and the percentage may be a little higher 
than that, in some instances. 

Mr. Stxes. Of course, I do not hold Secretary McNeil responsible 
for that, but I should like the information to be available. 

Mr. Davis. Here is the picture as I see it. Congress sets up a 
table and they try to put some limitation on overloading the higher 
ranks. That applies only to permanent ranks. The Congress loses 
all control, because the armed services have the authority to go 
ahead and give temporary ranks. Then they come in and say, 
“Well, these poor fellows have to have a 10-percent increase in pay 
because the cost of living has gone up.’’ Sympathy is directed toward 
the captain, and then when you look at the captain, you find that he is 
not a captain at all but probably a lieutenant colonel or a colonel, 
on temporary rank, and over that Congress has no control according 
to the present system, as I see it. 

Mr. McNett. I would like to bring up one other point. It is a 
problem that has never been completely worked out and that is the 
status of warrant officers and their comparison with second lieuten- 
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ants, lieutenants, captains, and majors in the Regular service. When 
he has a specific billet, a specific task to do, such as the duties of an 
engineer or a boatswain, it works out rather well. But when we 
get to the warrant officers who are assigned duties otherwise per- 
formed by commissioned officers, for example in supply, the warrant 
* officer is in a peculiar position. He is neither an enlisted man nor a 
* regular commissioned officer and it creates some problems. I think 
that is a field worth of serious investigation. 


ui 


AUTHORIZED WING STRENGTH OF THE AIR FORCE 


Mr. Davis. You stated that the estimates would provide for a 
considerable increase in the wing strength of the Air Force. What 
is the authorized wing strength at the present time, if you may state 
that. for the record? 

Mr. Gartock. The permanent legislation passed by the Armed 
Services Committees was 70. 

Mr. Davis. That number will be in the record? 

Mr. Garuock. Yes, sir. 


6 


See} 


REDUCTION IN MAINTENANCE AND OPERATION FuNpDs 





Mr. Davis. On page 12 of your prepared statement you mentioned 
a rather substaptial reduction in operation and maintenance costs of 
the Army, That is encouraging until I recall that in other places you 
have justified a need for increased costs of a similar nature because of 
deferred maintenance in the past. How much of this $379 million is 
actually a curtailment of activity and how much of it represents a 
deferral of what would normally be considered maintenance cost? 

Mr. McNett. In the redistribution that is going on at the moment 
that $379 million figure is now $523 million less than last year. 

First, the Army is going to carry on in 1953 with about the same 
manpower as are on board at the present time. 

In the 1951 and 1952 budget we largely took care of the urgent 
deferred maintenance problems of the Army. That accounts for part 
of it. Part of it is the fact that now, with operating experience of 
-about a year, we have found that we can get along with less than we 
asked for last year. 

I do not know how to isolate it, but every post, camp, and station 
can show where they have made substantial reductions. Next, in 
the Army, from the Secretary and the Chief of Staff down there was a 
real effort this year to make these estimates as reasonable as any 
‘could be made. Last year I do not think the estimates were plush, 
but they may have been on the liberal side and I think as a result that 
most of their deferred maintenance was taken care of. They still 
have some of it in here, but not to any great extent. 

The same thing is true in the Navy. I would like to add one thing 
here, that this operation and maintenance category covers spare parts, 
fuel, gasoline, and so forth, as well as maintenance of stations. 

In the case of the Navy, for example, we have a reduction very 
similar to the Army in operation and maintenance, but in their case, 
their forces are going to be slightly larger—that is, their operating 
forces. Even so there is a reduction. Part of that reduction is 
similar to that of the Air Force where the urgent deferred maintenance 
was largely taken care of in 1951 and 1952. 
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Next, there was a substantial procurement of spare parts in 195! 
and 1952 which we tried to take into account this year and did not 
have to carry on at the same level. In the case of the Air Force there 
is an increase in the operation and maintenance category. One of 
the principal reasons for that is that they are buying spare parts this 
year for use next year. Otherwise they would not fate them. The 
spare parts being purchased now are being purchased for an Air Force 
larger than it is at the present time. That is one of the real reasons 
for the increase for the Air Force. 

Mr. Gartock. I might add with reference to the Air Force, that 
even though the number of planes remains constant, there is a great 
increase in expense because of higher fuel consumption and because 
of the more complicated plane. 

Mr. McNei. As we get into jets in the Air Force and in naval 
aviation, the cost of operation of the planes goes up very sharply. The 
increase in fuel cost alone is substantial. 

Mr. Manon. Of course, the cost of operation per hour is greater, 
but the cost of operation per mile is not proportionately greater. 

Mr. McNett. That is very well stated. 

Mr. Davis. Then, generally speaking would you answer be that 
this decrease reflected here is based on experience which leads you to 
believe that the same operation can be conducted more efficiently with- 
out injuring the operation itself? 

Mr. McNet. Yes, sir. I think the funds here for both the Army 
and the Navy, even though less than last year, are adequate, and just 
about right to carry them through at a very satisfactory level of opera- 
tion and maintenance. 


INCREASE IN Funps For RESERVES 


Mr. Davis. What basis was used in estimating the increase in the 
Reserves? Was it actual anticipation or largely hope? 

Mr. McNett. Part of that is hope. I would like to speak to that 
off the record. 

(Statement off the record.) 

Mr. Scrivner. With reference to some of this discussion off the 
record, I would like to state this for the record. Even though some 
of these youngsters are in the Reserves, they are still subject to the 
draft. When they are drafted, that takes that many out of the 
Reserve and incidentally, it does something else. There is an absolute 
waste of manpower and money and time in doing that, because these 
men have had their training in the Reserve, and in a particular 
Reserve activity. For instance, someone in the Air Force Reserve is 


called by the draft. They would probably go into the Infantry. ° 


which makes no use whatsoever of their Reserve training. So that 
all of that time that they had in the Reserve is wasted. The same 
thing is true of your Naval Reserve. A man in the Naval Reserve |s 
drafted; he is in the Naval Reserve and his unit is not yet on active 
duty. He is drafted and seldom if ever is his assignment under the 
draft to the Navy. He probably goes to the Army. That Navy 
experience is lost. 

Mr. Gartock. A surprisingly large number of those men anticipate 
that by volunteering for 2 years’ active duty, and so far as the Nav) 
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is concerned, they are calling up a considerable number of their 
Enlisted Reserves to active duty for 2 years. 

Mr. Scrivner. But they may call them up immediately. I know 
of one instance where a unit was supposed to go into active service 
somewhere around the 15th of February, but selective service grabbed 
some of them first and inasmuch as they were not yet in active status, 
although the date for their call was fixed, away they went and now 
they are in the Infantry. 

Mr. SuHepparp. I think you are going to find a different concept 


~ between the Reserves and the National Guard. My reason for taking 


that position is as follows: If my mail means anything, a lot of those 


people who were in the National Guard never thought that they 


would be federalized. There are going to be a lot of repercussions 
so far as the National Guard are concerned, there is no question about 
it. 

Mr. McNett. May I say this. The funds requested here for 


: civilian components are less than the Army, the Navy, and Air asked 
" for, but not as low as we think they probably could be. We tried to 


take out those things which we did not believe would happen under 
the most favorable circumstance, but the estimates may be on the 
liberal side. 

Mr. Davis. Ordinarily I would be happy to have someone say that 
they thought that not that much money would be needed, but I am 


’ afraid it reflects the fact that the Reserve program is going to be a 


very difficult thing to maintain after the experience of the Korean 


episode. 


RETIREMENT PROGRAM 


Now, Mr. MeNeil, there are comments in your statement with re- 


» spect to the basis for retirement. I wonder, in view of some of the 


communications that have come to our attention showing retirement 


of active men who are replaced by people called up from civilian life, 


if you can tell us whether any study is under way at the Pentagon 


_ with respect to the retirement program for the Armed Forces. 


Mr. McNett. I would like to have Mrs. Rosenberg speak to that, 


because she has been working on it directly. I can say as to retire- 


ment of senior officers, which is one of the problems, that some retire- 


_ ments have gone forward. The Navy has rather rigid legislation on 


that. They would like very much to continue with this process of 
selecting out at the top which, as I think you know, has been going on. 
[ think it keeps the service a living thing. 

For instance, we have a retirement coming up now of a very able 


_ officer whom TI regret to see leave. "That is General McNarney. 
_ He retires on the 31st of January, and properly by law, with 40 years 
_ of service. Again I repeat, I regret to see him go. 


Mr. Taper. How old is he? 

Mr. McNett. About 60. 

Mr. Garuock. He qualifies under every law there is on retirement. 

Mr. McNet.. He has 40 years of service. 

Mr. Taser. He is still active and vigorous? 

Mr. McNett. He is quite able. And I would say that the job he 
did in Europe during the last 3 months is something of which we can 


all be proud, because it took courage to forcefully and with conviction 
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present the facts of life to the chiefs of staff and leaders of 11 other 
nations. But as to his retention on active duty the qualifies under 
every law that has ever been passed by Congress on retirement. 

Mr. Taser. But you would have the right to call him back (o 
active duty. 
yw Mr. McNett. In his case, sir, he wanted very much to retire a year 
ago. He has stayed on active duty because General Marshall and Mr. 
Lovett asked him to and particularly until he completed his work 
with the Temporary Council Committee in Europe. So he has stayei 
about a year longer than he really wanted to stay. 

Mr. Davis. In conclusion, Mr. McNeil, I have here a letter that 
came from an Air Force Reserve officer who had just completed a tour 
of active duty; in this letter he points our several practices in the Air 
Force which I am sure you, as Comptroller, will be very much in- 
terested in. Rather than taking up time here, I would like to submit 
this to you and ask your comments on it. I am particularly interested 
in having it specified whether these practices which he mentions are 
required by law or whether they come about through regulations within 
the armed services. 

Mr. McNett. Very well, sir. 

Mr. Davis. That 1s all. 


Hazarvpous Duty Pay 


Mr. Furcoto. Mr. McNeil, I do not know whether you should 
answer this or someone who will appear later, but it is with reference 
to so-called incentive pay or hazardous duty pay or perilous duty pay. 
As nearly as I can determine, not only from my own experience and 
beliefs but also from mail and from talking to people, anyone who is 
going into the service asks first of all if he can get into the Air Force. 
That is his first choice. If he cannot get into the Air Force, he wants 
the Navy. If he cannot get the Navy, then he has to settle for the 
Army; and then he is satisfied with anything in the Army except to 
be a combat infantryman. 

I have never had any explanation to my satisfaction why the so- 
called hazardous duty and perilous duty pay is as it is. The theory 
being, as I understand, that you have to offer the men some sort of 
an incentive in order to get them to go into certain fields. But that 
does not seem to correspond with what the men themselves think of 
the situation. Am I correct in what I have said up to now? 

Mr. McNeiu. Yes, sir; I believe you are. 

Mr. Furcovo. | have no quarrel with any program that does a little 
something for the dependents of those who go to such duty, but if it 
is true that the position you have difficulty filling is that of combat 
infantrymen, I cannot understand why the emphasis i in incentive pay 
is first of all on the Air Force and then on these others to which I have 
referred. 

Mr. McNet. In the submarine service of the Navy, the additional 
pay is provided while they are actually on duty in submarines but 
not when they are ashore. 

Mr. Furco.o. According to those who have had submarine service 
they consider it to be far ‘and away the best thing in the Navy. | 
personally would not want submarine duty, but those who do like it 
prefer it to anything else. 
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ther I would like to get something on that, at some time, for the record. 
nder Mr. McNett. We will see that that point is covered. 
k to | ComMPLEMENT OF Forces anp Units Envisionep 1n 1953 BupcGer 
year |) Mr. Furcoto. The other question I have is with reference to the 
“Mr. » needs of all the services. I would like to know whether the present 
vork ™ estimates of manpower in the armed services are based on full combat 
rye» capacity, or whether they are based on furnishing a skeleton crew, or 
; > whatever the basis is. 
that .» Jam satisfied from my own experience and from what study I have 
tour » made of the subject that in all honesty the people who are in charge 
Air | of bases and ships, and so on, will state what their requirements are 
1: ine @ and their requirements may take into account an excessive comple- 
bmit | ment, because of possible casualties, and so on. So they ask for 100 
sted percent. 
sare | What I would like to know is whether what they request here is on 
‘thin 2 Skeleton basis or on a 100-percent basis. Do you understand what 


> Iam driving at? 
> Mr. MeNen. I think I do and can speak generally to the question. 
With reference to ships, in the case of the Navy, the Navy is currently 
operating its vessels in Korean waters and in the Mediterranean at 
what would be considered 100 percent complement. To me that 
© seems justified, because in Korea there is a 24-hour combat-watch 
ould % problem. 
rence — The balance of the fleet at the present time is about 75 percent 
pay. ~ manned on a wartime basis. 


-and = ‘The increase in Navy personnel budgeted for 1953, from about 
ho is ~ 805,000 to 830,000 men, will bring ships generally to 80 percent 
orce. manning levels. 

rants — One of the whole purposes of the Naval Reserve and one of the 
r the | reasons why it is organized as it is, is that it provides a pool of man- 
pt to | power which will be assigned to fill up first the difference between 75 


or 80 percent complement and 100 percent, making them fully combat 


€ s0- q worthy, with the thought that ships’ complements can absorb that 
leory | many men who have not been a regular part of the team, without 
rt of ~ serious loss immediately in combat efficienc v. 

that = The problem in the Air Force is that the groups or wings are organ- 


nk of | ized in three squadrons whereas in wartime they might operate with 
» four squadrons and, to that degree, many of the wings may be oper- 
» ating at less than wartime numbers, although each squadron may still 
little | have let us say 100-percent complement, but the group as a whole 
-if it | might have a lesser complement than in wartime. 
mbat | ‘There are exceptions in the Air Force, in certain wings, which I will 
spay | hot mention, that are maintained on a wartime-level basis and 1 think 
have that is all right. 
In the Army generally, some of the initial requests to the Secretary 
ional @ of Defe nse called for divisions to be 100 percent war strength, the total 
; but | of 20 divisions. After some discussion it was decided to keep those 
that would be assigned to Germany at war strength, and certainly the 


rvice, | divisions in the Far East at present at least will be kept to full war 
vy. | @ strength, plus the pipeline behind it. I think the divisions in the 
ike it | United States would be at 80 percent, although there may be two or 


three divisions that would be on war-strength basis—while requiring 
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real effort within the Army in the next 6 months that it would not 
mean 80 percent of the riflemen, and so forth, but the difference 
between 100 percent and 80 percent would be taken largely out of 
support units such as certain transportation companies, and so fort!), 
which could be filled in readily should there be need for units to be 
ordered to combat duty. 

I probably have not completely answered your question. 

Mr. Furcoto. I have followed that, but what I am primarily 
interested in is this. I realize that there are many places where you 
have to have your full strength. I do not know whether this is true, 
but I am under the impression that you probably have some bases 
perhaps in this country and perhaps in such places as Puerto Rico, 
where you have men who actually are not dog very much of any- 
thing except standing by or sitting around, probably for the very 
good military reason that they may be needed and you have got to 
have them somewhere and they must be in a state of readiness. 

The mere fact that you have a situation like that does not neces- 
sarily mean that those men should not be there. But I would be 
interested in getting information of that sort if you can give it either 
on or off the record in such a way so that I could check myself whether 
the reasons for having them there would coincide with my own. 

Do I myself clear? ° 

Mr. McNett. I think you do, sir. Mrs. Rosenberg plans to present 
this in some detail. 

I will say this much at the moment. In the outline of the forces 
that are presented in this budget, the initial manpower requirements 
came to substantially greater numbers than those which we are now 
requesting. Some of the things which you mentioned will have to 
be accomplished if we are to get 143 wings out of 1,061,000 men. 
You probably remember the newspaper accounts of last fall of the 
announcement that it would take about 1,700,000 men to man 143 
wings—1,061,000 men is part of the effort to accomplish your purpose. 

Then if the Army can get 20 divisions and 18 regimental combat 
teams from 1,550,000 men, that represents about a 100,000 reduction 
from initial planning figures. We have not, accomplished all of the 
things that I think we all agree are desirable. But in trying to hold 
down the manpower and trying to get as many combat units as pos- 
sible out of the numbers being requested, we are attempting to reduce 
overhead and get more of the men in productive effort. 


USE OF MILITARY PERSONNEL FOR OTHER THAN MILITARY DUTY 


Mr. Furcoxo. There is something else I would like to ask about, 
either of you or someone else later. I have been sitting on the Interior 
Department Subcommittee. The Interior Department has needed 
rangers in certain places in connection with the prevention of forest 
fires. Also it has needed guards in connection with national parks 
and has needed many people in connection with their Fish and Wild- 
life Service. 

There are many camps, sometimes in areas near the places where 
these guards are needed and where these rangers are needed, ani 
some of those men might be used for these purposes, not only for the 
sake of saving money but for the morale of the personnel themselves, 
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because there is nothing worse than having a good many men at a 
camp who do not feel that they are doing something constructive. 

I wondered if there were any coordinated effort to get voluntary 
cooperation from your Department or from some of the camps nearby, 
as | was under the impression that a good many of these soldiers would 
feel that they were doing something constructive and at the same time 
would be doing something in a recreational way. 

Mr. MeNert. There is none that I know of. 

Mr. Furcoxo. Is there any reason why there should not be any- 
thing like that? 

Mr. McNett. Offhand I do not know how that would be feasible. 
I can certainly see that an effort is made to look into it and see what 
the possibilities may be. 

Mr. Furcoxo. For instance, you have a great many people in a 
place like Alaska. They have a lesser number of rangers or guards up 
there than they have in the State of Rhode Island. And apparently 
the need of the Interior Department for help is quite a problem up 
there. But they cannot do anything about it unless someone at these 
Army camps will do something. I understand also that with the men 
in Alaska you have a morale problem and I should think they would 
look forward with a great deal of interest to something like this. 

Mr. McNet. May I speak on this off the record for a moment? 

Mr. Furco.o. Yes. 

(Statement off the record.) 

Mr. Furcoio. When I say “away from their bases,’ I do not mean 
any great distance away. For instance, I understand that in the 
Interior Department they are losing something like $400,000 a year 
because they have not had sufficient guards provided under their 
appropriation to collect money from the people who may be going 
into certain national parks. I am réferring to the fees that are 
charged. Now, assume there is an Army camp near these national 
parks. Of course, I understand that members of the Armed Forces 
have to be trained for certain kinds of duty, one of which is to stop 
people from entering places and things of that kind. You might call 
it sentry duty. 

I can see no reason why, if there were voluntary cooperation in an 
activity that would be in line with Army training, it would not be 
possible to get the services of these men who are only let us say 4 
or 5 miles away, when we could save $400,000 for the Government. 
| cannot see why that should not be done. Do you understand 
what I mean? 

Mr. McNen. Yes. 


DISPERSAL OF DEFENSE PLANTS 


Mr. Furcoxio. Another ,question I wanted to ask was this. In 
taking into account various production problems that you have in 
procurement, have you taken into consideration the so-called plant 
dispersal program advocated by the President? What I am referring 
to is where they are trying to get defense plants out of highly popu- 
lated areas into the outskirts of large cities and even into different 
sections of the country. 
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Mr. McNetu. Mr. Small, chairman of the Munitions Board, | 
think will follow the chairman of the Research Board and will speak 
specifically to that question. 

Mr. Furcoto. I shall be interested to hear what he has to say. 
That is all I have at this time. 


AUSTERITY OF BUDGETS OF THREE SERVICES 


Mr. Suepparp. Mr. Chairman, I should like to ask this question 
Taking into consideration the budgets of the three services, which 
is the most austere? 

Mr. McNett. I will put it this way. We endeavored to bring 
them all into about the same degree of austerity, consideration being 
given to the degrees of readiness and timing called for in their assigned 
tasks. I would say that the Navy has done the most thorough job 
to date, partly because of the way they were organized to do, but 
principally because their force plan was more stable—that is requiring 
fewer changes from 1952. 

The Army has, I think, done one of their best jobs. 

The Air Force procurement plan for aircraft will, I think, be found 
to be solid. 

Mr. SuHepparp. Will you please tell me which one of those three 
organizations has the most austere budget? 

Mr. McNett. | would put the Army and the Navy in about the 
same class. There is only one area in the Air Force budget about 
which I do not have the same feeling and that is in operation and 
maintenance and I will tell you the reason for it. We just do not 
know as much about it, because all their initial work was done on a 
force plan much larger than the 143-wing plan. It was a job at the 
last minute to factor it down and therefore we would not have as good 
a feel of it item by item as we do for the other two in this same category. 


EFFICIENCY OF THREE BRANCHES OF ARMED SERVICES 


Mr. Sueprparp. With your experience in comptroller situations, 
what particular element of the military is getting the most for its 
dollar as reflected upon your ledgers? Ido not want any sentimental! 
answer, I want a dollar answer. 

Mr. McNett. It is a difficult question to answer, sir. I would 
say the Navy is getting the most for its money and at this time they 
should because their plan has been the most stable and the percentage 
of experienced officers, assigned to direct and manage the various 
parts of their program, is higher than in the other two services. 

Mr. Manon. The committee will meet at 2 o’clock. 


e 
THURSDAY, JANUARY 24, 1952. 


Mr. Manon. Mr. McNeil, I want to ask a few questions. 

| plan to make an announcement on the floor that this committee 
is anxious to have all possible assistance from Members of the House 
in drafting the proposed bill. I am going to suggest if Members 
have amendments which they contemplate offering they give us the 
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+ benefit of their judgment in advance in order that we may explore all 
the possibilities involved. 





INVESTIGATIONS OF THE Derenseé DrerpARTMENT 


In connection with the matter of getting all possible information 
about the Department of Defense, | am interested and we are inter- 
ested in the work of all the committees of Congress that may be 
investigating one aspect or another of the Department of Defense. 

I have heard it said that possibly as many as 30 committees or sub- 
+ committees recently have been, or are now in the process of investigat- 
}ing some aspect of the operations of the Department of Defense. | 
) would like to have an authoritative statement if you happen to have it. 
| Mr. McNett. I have a statement here which I can insert in the 
record. There are at the present time nine committees. In certain 
of these instances some of the committees, while listed as one com- 
mittee, have a number of different teams investigating different 
aspects of the problem. I was informed recently that the second 
~ breakdown totals over 30. 
> Mr. Manon. Do you think that that is approximately correct? 
> Mr. McNew. Admiral Houser and Mr. Coolidge are maintaining 

a list of the actual investigations. 

Mr. Taper. Is the list itemized? 
. Mr. McNett. It is not broken down into the 30 staff teams, but I 
> have a list of the 9 committees. For example, in the case of the 
+ Johnson Preparedness Subcommittee, of the Senate, they have a 
* number of teams investigating different aspects of the situation, so 
> in effect there are that many different investigations going on. 
~ Mr. Manon. Of course, it goes without saying that unless the 
» results of the investigations are translated into legislation or improved 
administration, little is accomplished by these investigations. We 
would like to see the maximum results from investigations that are 
made. We definitely believe that investigations are in the public 
interest, and this committee welcomes assistance from any and all 
» sources. 
> Mr. McNett. We welcome thorough investigations. If would be 
* helpful if it could be done by what we regard as our parent com- 
mittees. They could concentrate their efforts and make an even 
» more thorough analysis than a number of different groups can possibly 
» make. 
' Mr. Manon. We will insert your list in the record at this point. 
(The list referred to is as follows: ) 
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OFFICE OF THE SECRETARY OF DEFENSE 


Saitihazntl oie 


WASHINGTON 25, D. C. 
JANUARY 24, 1952. 
Memorandum for Assistant Secretary McNeil: 

Pursuant to your request of this morning, there is furnished herewith a list of 
the committees of the House and Senate which are conducting investigations of 
matters relating to the Defense Department or its military departments. Those 
investigations listed under the heading of ‘‘Current”’ are the ones in which we are 
presently furnishing information or witnesses. Those listed under the heading of 
> ‘Continuing’ are the committees whose activities have been continuous since the 
> commencement of the war in Korea. 
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CURRENT 
1. Lyndon Johnson subcommittee, Senate Armed Services Committee, emplov- 
ment practices for overseas bases. 


2. Hébert subcommittee, House Armed Services Committee, procurement. 


3. Hardy subcommittee, House Committee on Expenditures, taxation and con- 
struction, Overseas bases. 


4. House Public Lands Committee, headstones for national cemeteries. 


5. Bonner subcommittee, House Committee on Expenditures, governmental 
operations Overseas. 


CONTINUING 
1. Joint Committee on Defense Production, all phases of defense production 
and procurement. ™ 


2. House Committee on Small Business, awarding of contracts to small business. 


3. Senate Select Committee on Small Business, awarding of contract, to small 
business. 


4. Hoey investigating subcommittee, Senate Committee on Expenditures, pro- 
cedures in awarding contracts. 


Nore.—In addition to the above four committees, the Johnson, Hébert and 


Hardy subcommittees will undoubtedly continue inquiring into all phases of de- 
fense operations. 


H. A. Houser. 

Mr. Manon. Now, I would like you to see to it, in connection with 
your statement, or the statement of the manpower people who will 
come later, that we have a breakdown by services as to the military 
personnel and the civilian personnel. I think that is already in the 
mill. 

I am going to ask our staff to make a little check to see how many 
investigations are in progress or have been recently made by different 
committees and subcommittees and so forth, in order that we may 
put this information in the record at this point. 


(The list following indicates recent investigations of the defense pro- 
gram by congressional committees: ) 


HOUSE ARMED SERVICES COMMITTEE 


Investigation of Contract Administration in Detroit Ordnance District 

Report on Inspection of Camp Gordon, Augusta, Ga. 

Report on Inspection of Chanute Air Force Base, Rantoul, Ill. 

Report on Inspection of Fort Jackson, 8. C. 

Investigation of Proposed Increase in Civilian Staff of Armed Forces to be housed 
in Apartments in Washington, D. € 

Investigation of Preaward Inspections by the Services 

Investigation of Paint Purchases by Navy Department 

Investigation of Rehabilitation Costs at Sampson Air Force Base, Geneva, N. Y. 

Investigation of Bid Bonds 

Investigation of the Elvair Corp., parts 1 and 2 

Investigation of Charges of Hon. Fred L. Crawford Concerning Alleged Political 


Influences in Procurement of Contracts in Eighth Congressional District of 
Michigan 


Naval Industrial Reserve Shipyard, Alameda, Calif. 
Real Estate Management Project, Morgantown Ordnance Works 


SMALL BUSINESS COMMITTEES 


Progress report on problems of small business (H. Rept. 1228) 
Annual report of Select Committee on Small Business (Senate report) 
Concentration of Defense Contracts (Senate report) 


HOUSE COMMITTEE ON EXPENDITURES IN THE EXECUTIVE DEPARTMENTS 


French taxation on military construction (Joint Committee of Expenditures and 
Armed Services) 
Survey of Procurement Process, parts 1 and 2 
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Certificate of Necessity and Government Plant Expansion Loans 
Federal Supply Management 


SENATE PREPAREDNESS SURCOMMITTEE OF THE COMMITTEE ON ARMED SERVICES 
Lackland Air Force Base 

Military Indocrination Centers 

Manpower Utilization at Military Indoctrination Centers 
Substandard Housing and Rent Gouging of Military Personnel (two reports) 
Conditicns at Six Navy and Marine Corps Training Centers 
Administrative Top-Heaviness of our Armed Forces 
Conditions at Six Air Foree Training Centers 

Interim Report on Defense Mobilization 

Conditions at Fight Army Training Centers 

Report on Tin 

Report on Alaska 

Port of Orange, Tex. 

Fort Jackson, S. C. 

Camp Chaffee, Ark. 

Fort Leonard Wood, Mo. 

Marine Corps Recruiting Depot, San Diego, Calif. 

Fort Ord, Calif. 

Naval Training Station, Newport, R. I. 

Naval Training Center, Great Lakes, Ill. 

Sampson AFB 

Marine Corps Recruiting Depot, Parris Island, 8S. C. 

Camp Roberts, Calif. 

Fort Dix, N. J. 

Fort. Knox, Kv. 

Sheppar! AFB, Tex. 

Naval Training Center, San Diego, Calif. 

Fort Riley, Kans. 

Camp Breckinridge, Morganfield, Ky. 


+ 
HOUSE APPROPRIATIONS COMMITTEE 
Military Construction Program 
Several Military Projects in Nebraska 
Military budgets for fiscal years 1952 and 1953 


Funps ror Minor ALTERATIONS AND REPAIRS AT THE PENTAGON 


Now, we have from time to time been confronted with the problem 
of expenses incident to remodeling portions of the Pentagon Building. 
Where is the money in this budget that could possibly be used for 
remodeling portions of the Pentagon Building, and how much is 
involved? 

Mr. Gartock. It is in the maintenance and operation fund of each 
of the departments. I cannot at the moment identify how much. 
I will ask each service to give you the amount. 

Mr. Manon. Why do we not have it right here in the record, the 
amount of money they are requesting for remodeling rooms, the con- 
struction of bathroom facilities, and all that kind of business? 

Mr. McNem. I think, sir, after the correspondence between the 
Department of Defense and the chairman of last September or Octo- 
ber, there has been very little alteration—of that kind, sir. 

Mr. Manon. It does seem that things ought pretty well to have 
crystallized by now. Will you follow through, Mr. Garlock to see 
that we have this information? 

Mr. Gariock. Yes, sir. 

(The following information was supplied the committee:) 


93946—52—pt. 1-——13 
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The following amounts are included in the fiscal year 1953 budget for minor 
alterations and repairs and maintenance of office space for departmental employees 
in the Washington, D. C., metropolitan area: 


Nav 
Air 

Alterations to office space in the Washington area is necessary due to changes 
in emphasis on programs and phasing of military programs. These funds are 
used for removal or erection of partitions as a result of moves, installation of 
security measures, wiring for tabulating equipment installation, expansion, and 


relocation, and painting of such rooms when necessary. No funds are budgeted 
for construction of bathroom facilities and that kind of thing. 


Neep ror Betrer MANAGEMENT OF THE DEPARTMENT OF 
DEFENSE 


Mr. Manon. Mr. MeNeil. One thing that worries me is how to 
make the maximum headway with this program to get more efficiency 
and economy in the administration of our far-flung military program. 
It is inevitable there will be some waste and inefficiency. I am con- 
vinced that you and Mr. Lovett and Mr. Garlock, in fact, most of 
your people, are anxious to be successful in their efforts to promote 
efficiency and economy, but it is evident that a perfect job is not being 
done. I believe that Mr. Lovett has already presented to us a state- 
ment with respect to some of the improvements that have been made, 
and it is encouraging to learn about that. 

lt occurs to me that by reducing or increasing the amount of appro- 
priations you do not necessarily secure good management or economy. 
I do not know of any way to legislate good morals or efficiency or 
economy. It is a matter of management within the organization. 
Congress cannot manage the Department of Defense. Congress does 
not have the authority to manage the Department of Defense. All we 
can do is to pass laws and appropriate money, but we cannot do the job 
of management. 

A poor job of management can be done with a small appropriation 
just as a poor job can be done with a large appropriation. 

Mr. McNeru. That is correct, sir. Naturally, the larger the 
activity, completely aside from the appropriation problem, the more 
widely scattered it is, the more difficult it is to manage in all its parts. 
I think that we are making some progress, though not fast enough to 
suit any of us. 

One of the necessary steps is to isolate or identify the different parts 
of our operations. It is one of the problems that has existed for years 
in the Department of Defense—and which we only now, I think, are 
attacking with intelligence—by segregating a printing plant, a ship- 
yard, or an arsenal, from the whole mass of administrative and military 
financial operations we can get efficiency. I think only by isolating 
it and operating it so that the activity can stand on its own feet will 
we know what is going on there, how many people it takes to do the 
job, the end cost of the job, the end cost of the service, can we com- 
mence properly to administer it. 

In answer to a resolution of the Armed Forces Committee, intro- 
duced by Senator Byrd, we recently submitted a report which touches 
upon the subject to Chairman Russell. I will be glad to insert a copy 
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of that in the record and provide each member with one, which will 
outline some of the progress in that field. 

Mr. Manon. Thank you very much. 

Mr. WicGieswortnH. How long is it? 

Mr. McNet. About 30 pages double spaced. 

Mr. Manon. Submit it first to the clerk of the committee and we 
will determine whether we will place it in the record or not. 

(The matter referred to was submitted to the committee.) 


MAINTENACE AND OPERATION, AiR ForcE 


Mr. Taser. Now, I was not exactly satisfied with the situation 
that the operation and maintenance item for the Air Force was left 
in. Now the Army and the Navy are showing in their operation and 
maintenance item—well, the Army shows a reduction of a little better 
than 10 percent and the Navy shows a reduction of 15 percent. On 
the other hand, the Air Corps shows an increase of about 38 percent. 

Mr. McNett. Just before noon, Mr. Taber, I mentioned that the 
area of maintenance and operation in the Air Force was the one area 
in the budget in which we had less information and less grasp than 
any other part of this whole budget. Perhaps you were not in the 
room at the time. 

Mr. Taser. I was here when you were talking about that. I did 
not think that the explanation was satisfactory. It was not to me. 

Mr. McNet. I mentioned, I think, that at the time we had our 
budget review, during the month of December at the Pentagon we did 
our best to grasp this problem in that category. At that time ade- 
quate detailed information was not available to us. That is why I 
mentioned that item this morning. A number of basic planning 
changes were made in forces after the initial budget estimates were 
made. Changes were made after the meeting of the 28th of December. 
The Air Force has been working since to adjust their estimates down- 
ward from figures developed for a larger force plan. We would have 
been better satisfied if there had been available, at the time of our 
budget examination, or by this stage in your hearings, detailed esti- 
mates in the category which had been reviewed in detail. 

Mr. Taser. I am not satisfied with that item. I want the Air 
Force to be prepared with a satisfactory explanation of why they are 
so far out of line with the tendency in the other direction. 

Mr. McNett. There is a partial answer. They are, with this sum, 
getting the spares, and so forth, for an operating level considerably 
above their present level. That was not the case, to the same degree, 
in the Army and the Navy. That accounts for part of it. It could 
account for all of it. We have not felt as if we have enough of the 
detail as yet unqualifiedly to say, “That is good.” We are going to 
continue work on it. We should have it in some detail in the next 
week or 10 days. I am sure that we will, in cooperation with the Air 
Force, make adjustments if there is something included that is not 
proper or cannot be supported and so inform this committee. 

Mr. Taser. There seems to be another item down at the bottom, 
No. 8, establishment-wide activities. 

1 would like to have some explanation as to why the Army has such 
a big figure in proportion to the other set-ups. 
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Mr. Garuock. Off the record. 
(Discussion off the record.) 


CiviniAN CoMPONENTS 


Mr. Taser. There seems to be in civilian components of the 
different forces an increase for the Army, an increase for the Navy, 
and a decrease for the Air Force. I do not know whether there is any 
significance in that or not. 

Mr. Gartock. That revolves mainly around the return of the Na- 
tional Guard units. 

Mr. Taper. It involves the return of the National Guard units? 

Mr. Gartock. And some of the reserves, too. I might add that there 
is an increase for the Air Force, also. 

Mr. McNet.. And in addition to the return of those units, it permits 
a real effort to be made to get people, who have been inducted, or whose 
enlistments are expiring, to come into the reserve forces. 


MILITARY STRENGTHS OF THE ArRMy, Navy, AND Arr Force 


Mr. Sixes. Mr. Secretary, I would like to try to gain a clearer pic- 
ture of cost figures and strength figures between 1952 and 1953. In 
order to get a clearer idea of the cost, will you give me the number of 
men in all the services for the end of the fiscal year 1952, as compared 
with that contemplated for the end of fiscal year 1953? I want it for 
all services—and a breakdown between the Army, the Navy, and the 
Air Force. 

Mr. McNett. The number on board as of the present time? 

Mr. Sixes. I want the fiscal year end anticipated figure. 

Mr. McNet. For the Army as of June 30, 1952, 1,558,000; for 
the Navy, 820,000; for the Marine Corps, 235,320; for the Air Force, 
973,350; total, 3,586,000. 

Mr. Stxes. The composite figure for the end of the fiscal year 1953? 

Mr. McNett. Do you wish a breakdown by services? 

Mr. Sixes. Yes. 

Mr. McNew. For the Army, 1,550,000; for the Navy, 835,873; for 
the Marine Corps, 243,730; for the Air Force, 1,061,000; total, 
3,690,306. 

These figures exclude the cadets at West Point and the midshipmen 
at Annapolis. 


APPROPRIATIONS, 1952, AND Estimates, 1953 


Mr. Sixes. Will you give me the cost figures for 1952, which include 
the public works for each service, and then for all the services? 

Mr. McNet. For 1952 for the Army, $20,840,000,000; for the 
Navy, $16,631,000,000; for the Air Force, $22,004,000 ,000. 

And for those activities grouped under the “Office of the Secretary,”’ 
which includes retired pay, $529,000,000. 

Total, $59,403 000,000. 

Mr. Sixes. Does that include the public works? 

Mr. McNett. Yes. That is for the fiscak year 1952. That is every- 
thing that we know of for the fiscal year 1952 except a supplemental 
request which may be in the neighborhood of $1,500,000,000. 
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Mr. Sixes. Can you give me the anticipated total cost figures for the 
fiscal year 1953, including construction? 

Mr. McNett. Yes; except that I will be unable at this time to give 
you the distribution of public works between the three services. So 
far that is only an estimated figure and the program has not been 
developed in detail. 

Mr. Sikes. Can you estimate the percentage breakdown as between 
the three services? 

Mr. MecNern. The Air Force may have half or more of any total 
that we submit. That is a guess. The Army would be the next high 

Mr. Stxes. The figures you are going to give will be the figures 
without public works? 

Mr. McNett. Yes. 

For the Army, $14,200,000,000. 

For the Navy, $13,200,000,000. 

For the Air Force $20,700,000,000. 

I might add in the case of the Air Force, $3,500,000,000 was in- 
cluded for the purpose of extending the lead time of Air Force aircraft 
from 18 months to 24 months. 

Mr. Stxes. The total is what? 

Mr. McNetu. The Office of the Secretary and for the emergency 
fund for research, $466,000,000, making a total of $48,566,000,000. 

Mr. Stxes. That would not include the pay raise or the public 
works? 

Mr. McNett. That is right. 

Mr. Sikes. It is estimated that those will cost what? 

Mr. McNett. $3,500,000,000 was earmarked for these purposes in 
the budget message. It will be some time after the 15th of February 
before we can give you a reasonably firm estimate of the distribution 
of the public works by service. 

Mr. Sixes. But you estimate the pay raise will cost close to $1 
billion? 

Mr. McNett. The way the bill stands now. 

Mr. Sixes. And $2,500,000,000 will be for public works of which 
half will be for the Air Corps? 

Mr. McNetn. That would be my best guess. 


Cost or Expansion PROGRAM FOR 1953 


Mr. Sixes. | would like for you to give me an estimate, if you 
cannot give me the exact figures, of the cost of each of the services, 
and the total cost of all the services for the fiscal year 1953 if there 
were no expansion program beyond the fiscal year end level of 1952. 
Can vou do that now, or will vou need to prepare that material for me? 

Mr. McNetu. We have no plan which has been costed out on just 
that kind of basis. We can approximate it, however. It would be 
a budget of about $45,000,000,000. 

Mr. Sixes. About $45,000,000,000. Does that include public 
works? 

Mr. MeNetn. Yes. 

Mr. Sikes. Does it include pay? 

Mr. McNett. Yes. 

Mr. Stkks. So, the total cost without expansion would be about 
$45 billion instead of $52,000,000,000? 
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Mr. McNett. Well, $45 billion would have taken care of it on the 
old basis; but if the lead time on aircraft were extended as we have 
now planned—something that would have no immediate effect on 
expenditure—the request would probably have been above the $45- 
billion figure. 

Mr. Sikes. What precisely does extending the lead time in aircraft 
procurement do? 

Mr. McNett. It permits laying out the aircraft-procurement plan 
so that manufacturers, ODM, and everyone can have a reasonably 
firm schedule laid out for 2 years beyond 1953. Presently it is re- 
quiring more than 18 months to get deliveries after contracts are 
placed. 

Mr. Sikes. You mean that you are buying airplanes further into 
the future than we had anticipated? 

Mr. McNett. That is right. 

Mr. Sixes. Is that a part of the expansion of the Air Force program, 
or would you have done that anyway if the Air Force was to remain at 
its year-1952 end level? 

Mr. McNett. It would have been done anyway, but probably not 
exactly in that amount. It would probably have been for a lesser 
amount. 

Mr. Sikes. A lesser amount? 

Mr. McNeru. Yes; and that lesser amount would not have been 
included in the $45-billion figure. 

Mr. Stxes. So that the expansion which is primarily an Air Force 
expansion is going to cost us about $7 billion? 

Mr. McNet. Primarily so, although there is some increase in naval 
aviation as well. 

Mr. S1xes. What is the difference between the two? 

Mr. McNett. The Air Force expansion is much more than that of 
the Navy. The Navy expands from 8,700 operating aircraft to a level 
of 10,200; so, that would be on the order of 18 percent. In the Air 
Force it would be from 95 wings toward 143. The difference, broadly 
speaking, is toward a 50-percent increase. 

Mr. Sikes. Can we say that expansion will cost about $5 billion 
for the Air Force and $2 billion for the Navy? Or would the Air 
Force get a bigger slice? 

Mr. McNet. That is fairly close. 

Mr. Sixes. It would not be less than that for the Air Force? 

Mr. McNem. No. 


EXPANSION oF AiR PowER 


Mr. Srxes. Will you give me this information, please. Since 
expansion is being requested for both Naval Air and for the Air 
Force, why was it decided to expand Naval Air only 18 percent and 
the Air Force 50 percent? ; 

Mr. McNerz. I am not competent to answer that particular 
question, sir. Neither Mr. Lovett nor anyone in the Office of the 
Secretary departed from a plan to build toward the force reecommenda- 
tions of the Joint Chiefs of Staff. 

Mr. Srxes. This, then, is a recommendation which has come to 
you from the Joint Chiefs of Staff? 
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Mr. McNem. The funds requested in this budget build toward the 
organizational units recommended by the Joint Chiefs of Staff. We 
did, of course, as exhaustively as we could, go into the requirements 
of material, manpower, and so forth, to carry out that type of plan 
and to try to apply the material and money to it and to see that we 
might build toward the forces recommended as efficiently as possible. 

Mr. Sixes. This question again may not be properly directed to 
you, but I ask it in order to get it in the record. Since the fighting 
has been primarily ground fighting, why are we expanding the Air 
Forces rather than the Ground Forces? 

Mr. MecNetw. I hardly feel that I am competent to answer that 
question. I think that 1t would be a very proper question to direct 
to the Chiefs as they come before you. 

Mr. Sixes. Very well. I realize that, as Comptroller, that is out 
of your line of activity. 

If expansion were not authorized, or if the Air Force expansion were 
held in line with naval air expansion, a saving of some $3 billion to 
$4 billion probably could be made in this bill, could it not? 

Mr. McNeru. With substantial reductions in maintenance and 
operation, in the major procurement, in the building of new posts, 
camps and stations, airfields, and substantial reductions in personnel 
and aircraft procurement. 

Mr. Sixes. Could it be said that Air Force expansion might run as 
much as $5 billion or $6 billion when you consider all those things? 

Mr. MecNen. It could approach it, sir. 

Mr. Sixes. That is all, Mr. Chairman. 

Mr. Scrivner. May I ask one question? Did I understand you to 
say that there was an amount added here because of the extended lead 
time in the Air Force, or was the amount a lesser amount? 

Mr. McNeiu. An added amount. 

Mr. Scrivner. Why would it be an added amount, merely because 
you go from 18 to 24 months? 

Mr. McNeu. It finances the contract for a period of 2 years beyond 
the end of the fiscal year instead of 18 months, which had been the 
basis for requests in the 1952 budget. 

Mr. Scrivner. Why would it take more money, when you are 
getting approximately the same number of planes? 

Mr. McNett. It finances 6 months’ more production. 

Mr. Scrivner. It would seem to me in this particular budget, if 
you are extending the time, it would call for less money, because you 
would get some in subsequent years. 

Mr. McNet. We stretched out the program, computed what it 
would take and then there was added the equivalent of 6 months’ 
production to get to this aircraft procurement figure for the Air Force. 
If only 18 months’ lead time had been provided for the request this 
would have been about $3.5 billion less in terms of obligational au- 
thority. 

ie Munsee, I should have thought that it would have been $3.5 
billion more, because your contracts are coming in that much more 
rapidly. 

If I were going to spend $3,000, say,—in order to get this down to 
figures that we can all understand—and I were going to spend it in 
18 months, and then at the end of 18 months I were going to spend 








198 


another $3,000, would it take more than it would if I were going to 
spend that much money in 24 months and then at the end of that 
period go into another $3,000 spending program? 

Mr. McNett. There is one more element in this. $3.5 billion in 
obligational authority was added to extend the financial procurement 
to 2 years beyond the end of the fiscal year, June 30, 1953. There are 
two parts to the problem, and we took both into account in arriving 
at the total of $8.5 billion. 

Mr. Scrivner. That is all. Perhaps at a later time we can discuss 
this privately so | may understand your position. 


Cost Per Mitirary Man 


Mr. Furcoxo. I am wondering if you could submit for the record, 
something along this line. About a year ago I had quite a little talk 
with members of the Armed Services Committee and also with people 
over at the Pentagon to try to find out very roughly how much it 
would cost for one man for 1 year. They had different figures at that 
time. One figure was $7,500; another was $10,000. I understand 
that it might be about $15,000 or $16,000 now. Can you give. us 
some figure that has been brought up to date? 

Mr. McNett. I can give you a rough approximation right now. 
As far as pay and allowances, food, and clothing are concerned—just 
taking that part of it—the cost of maintaining a man would run a 
little over $3,000 per man. When you included the housekeeping— 
that is, maintenance, barracks, and that type of cost—the average 
cost would be a little over $5,000 per man. 

I think I am partly responsible for the $10,000 figure of about a 
year ago. 

Chairman Vinson of the Armed Forces Committee asked what it 
would cost to maintain a Military Establishment on the basis of a 
3.5-million-man force. ‘ 

Well, there are no computations of that kind. But there was a 
rule of thumb as to the cost on the price levels of a year and a half ago. 
At that time, the cost of maintaining a force, including the cost. of 
maintaining reasonably modern equipment—not fully modern but 
reasonably modern—would have run about $10,000 a man. Today 
I would say the average cost would be closer to $11,000 to $12,000 a 
man. ‘That includes the cost of aircraft and tanks and repair of ships 
and all those operating expenses. That is just a rule of thumb. 
This figure would be meaningful, however, only after we make the 
present capital investment for new equipment. 

Mr. Furco.o. There is another element that came into the picture. 
Apparently it costs a great deal more for a new man coming into the 
service than for one who has been in the service. In other words, the 
cost for the first year for a new man would be a great deal more than 
for the second year, or for the first few months it would be a great deal 
more than thereafter. Now, for a new man, it would be $10,000 or 
$11,000 a year. What would it be for a man who is already in the 
service, with the barracks already built, with all of those other costs 
already figured in? 

The first year it might go down to around $7,500; and, if that were 
so, that could easily make a difference of $2 billion or $3 billion a year. 
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Mr. McNetm. No, sir. Let me see if I can explain it as of 18 
months ago. The $10,000 figure covered the cost of procuring and 
maintaining equipment for the force—after it was once modernized. 
The $11,000 or $12,000 figure as of this time, would cover the cost of 
all operating equipment that is used; and, in a sense, it has little 
relationship to the cost of maintaining an individual in the military 
service. 

Now, a man actually receives greater compensation in the second 
year that he serves than in the first, because his pay is always higher, 
because he goes from $75 a month, up to $82 a month, up to $90 a 
month, up to $126 a month, and after 2 or 3 years he may accumulate 
dependents, and then you have additional costs. 

Where you might have gotten that impression is that, if men are 
in the service only a short time, their availability for “productive” 
effort is limited. The “productive” effort is greater if @ man is in 
the service for 4 years or more, because he is in recruit and training 
camps the same length of time as the one who serves only for 2 years. 
If he is in training for 8 or 9 months, counting both recruit camp and 
schools, on a 2-year enlistment, we only get about 15 months’ “pro- 
ductive” service. Then, if he goes overseas, he is en route for 1 
month over and 1 month back, so that we have only perhaps 1 year’s 
‘“‘productive” service. That makes him a “high cost’? man.. 

Mr. Furco.io. This is my last question. Counting everything, 
every single item that goes into the question, including the equipment, 
the barracks, pay and allowances, and so forth, could vou give us a 
rough figure of the cost per man per year? 

Mr. MecNet. $5,000, not counting the equipment he uses, such as 
ships and airplanes and trucks. 

Mr. Furcoxo. But, counting the cost of all of that, it would run 
around $15,000; would you say? 

Mr. McNett. At the present time I would say that once the capital 
investment has been made, once we get our forces provided with new 
equipment, the cost of keeping that equipment in relatively battle- 
worthy condition—I would guess that it would run around $11,000 to 
$12,000 per man at the present time. 

Mr. Furcovo. So that the total, if vou were going to put it on the 
basis of a per-man cost, would be around $15,000 or $16,000 a vear? 

Mr. McNet. Not once have we made the present capital invest- 
ment. A year ago we had few modern tanks Once we get new tanks 
for 20 divisions and then a reasonable amount to back them up, the 
cost of maintaining those tanks and replenishing them from time to 
time would average out so that the figure would be from $11,000 
to $12,000. 

Mr. Furco.io. Thank you. 

Mr. Suepparp. If there are no further questions, thank you very 
much for your appearance, Mr. McNeil and associates. 

Mr. MecNert. Thank you very much, sir. 

Mr. SHepparp. Let us hope that our relations in the future will 
be as pleasant as they have been in the past. 

Mr. McNet.. There is no reason why they cannot be,. We shall 
do our best. 
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EDWARD WETTER, DEPUTY EXECUTIVE DIRECTOR OF COM- 
MITTEE ON BIOLOGICAL WARFARE 

DR. H. N. WORTHLEY, EXECUTIVE DIRECTOR OF COMMITTEE 
ON CHEMICAL WARFARE 


GENERAL STATEMENT 


Mr. SHepparpD. The next item we shall take up is the ‘‘Research 
and Development Board.” We have present Messrs. Whitman, 
Chairman; Cornell, Director of Planning; and Crane, Director of 
Resources Division. Who is going to make the opening statement? 

Mr. Wurman. I shall, sir. 

Mr. SHEPPARD. You may proceed without interruption. 

Mr. Wuirman. I welcome this opportunity of trying to tell you 
what we are doing in the Research and Development Board and how 
we feel about the budget proposal. May I outline what I plan to 
cover if it is agreeable to the committee? I was going to tell you 
we a little about myself as the new Chairman of the Research and 

evelopment Board, give you an idea of what the function of the ™ 
Research and Development Board is, how we are organized and how 
we operate, and the reasons for the proposed budget. 

Then we are prepared to give you, if you have time, a series of 
10-minute presentations in certain important fields. I have some 
men out here who are prepared to do that; such fields as the status in 
aircraft, in guided missiles, in atomic warfare, biological warfare, and 
chemical warfare. 

Mr. SHepparp. You may proceed in that order. 

Mr. Wuirman. What I am planning to say can be on the record, if 
you so desire. 

Mr. SHepparp. If there is anything that should be off the record, 
please indicate so at the time and, when the record comes to you for 
editing, if you find, by happenstance, there is something in it that may 
jeopardize the security of the Nation, you may strike it out. 


BACKGROUND OF CHAIRMAN WHITMAN 


Mr. Wuirtman. Very good, sir. I was born in Winthrop, Mass., in 
1895; attended the Massachusetts Institute of Technology, graduating 
in chemical engineering. I taught there for a while. I subsequently 
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went into industry, with Standard Oil of Indiana, in Whiting, Ind., 
where I was for 9 years the assistant director and then the associate 
director of research. 

In 1934 I returned to MIT as the chairman of the department of 
chemical engineering and at the present time I am on leave from that 
position. 

From 1940 to 1945 I was with the National Advisory Committee 
for Aeronautics, as the chairman of their committee on aircraft fuels 
and lubricants. 

During the period 1941 to 1945 I spent full time with the War 
Production Board, after Pearl Harbor, in charge of the work on basic 
chemicals. 

In 1948 I conducted a study for the Atomic Energy Commission on 
nuclear powered flight, and in 1950 I was made a member of the 
General Advisory Committee to the Atomic Energy Commission. 

I was sworn in as Chairman of the Research and Development 
Board the first of last August, so I have had just about 6 months 
myself on this job. I have asked Dr. Cornell, the Director of our 
Planning Division, and Mr. Crane, the Director of our Resources 
Division, to come here with me. They have had a good deal more 
experience in the past operations. 

Mr. SHepparp. What are your outside interests, other than social, 
in relation to the capacity in which you are functioning in Government 
now? 

Mr. Wuirman. I am working full time on this job. I have no 
consulting connections. I am on leave of absence from MIT. 

Mr. Suepparp. That 1s the limit of your outside interest, business 
and otherwise? 

Mr. WuitMan. Yes, sir. 

Mr. SHepparpb. Very well. 


FUNCTIONS OF THE RESEARCH AND DEVELOPMENT BOARD 


Mr. Wurman. I should like to explain the function of the Research 
and Development Board, because it is a fairly young organization 
which has been in existence only a few years and is developing its 
method of operation. It is that part of the operation of the Secretary 
of Defense which tries to assure a maximum build-up of strength in 
the services through research and development on new and better 
weapons. 

It should be understood that the actual research and development 
work is carried out by the services themselves. The Research and 
Development Board is not an operating organization. The services 
carry this work out partly in their own installations but even more 
nowadays through contracts with industry and with universities. It 
is anticipated that next year almost two-thirds of the research and 


development of the services will be effected through contracts with 
industry. 


The purpose of the Research and Development Board is to supply 
leadership and an integration in this total program to assure that 
the money and the talents that are available are being expended on 
ee most vital problems and are not frittered away on less essential 
things. 








202 


Each service, of course, has its own idea of what is the most im- 
portant thing and therefore it develops its own proposed research and 
development program. 

In our Research and Development Board, in the Office of the Secre- 
tary of Defense, these proposed programs are brought together in order 
to consider what is best in terms of the national interest. 

For example, if we suppose that the Air Force and the Navy are 
each working on different plans for a new jet-engine development, or 
perhaps for some new ideas on air-to-air guns or rockets, the proposals 
would be brought into the Research and Development Board and it 
would be our responsibility to see whether the two different develop- 
ments could be reconciled to the better good of the program as a whole. 

The result of such study—and those studies are very hard ones to 
make—may show that it is necessary really to carry on two separate 
developments. But in almost all cases it is possible either to combine 
them or to improve each one by virtue of this correlation within the 
Research and Development Board. 

We have to soberly realize that we just cannot do everything. Even 
if the money were available, the talent which is capable of conducting 
sound research and development programs is definitely limited. For 
that reason we must do our best to try to put selective emphasis on the 
most important things that can be done. 

At this point I would like to interject that it is a matter of deep con- 
cern to all of us who are involved in science and research to realize that 
Russia will this year apparently graduate as many scientists and en- 
gineers as will the United States. And the implications of that in 
terms of Russian technological development are rather serious, | 
think, tous. We must not underestimate their capacity for the future 


ORGANIZATION OF THE BOARD 


I should like to speak a little of the organization of the Research and 
Development Board and how it operates. I entered this job as 
Chairman with the realization that it was much too big for any one 
man. And I had no desire to be carried out on a stretcher. So I 
have organized tightly around me a little group called the Internal 
Policy Group. There are nine of us. They night be thought of as 
the chairmanship of the Board. They are mostly civilian, but they 
include the three senior military officers, one from each service, who 
are working full time with the Research and Development Board. 

Dr. Cornell and Mr. Crane are two members of that group of nine. 
Besides them, I have a Deputy Chairman and two Vice Chairmen and 
the three senior military men. One of the Vice Chairmen, incidentally, 
is a very able man from industry, who is on leave with us for a year 
from his company, and who has had a very great deal of experience as 
a manager of industrial research. We desire to bring the talents and 
experience of industrial research into this whole operation. 

The Research and Development Board, the statutory Board itself, 
is composed of myself as Chairman, and two members from each of 
the military departments, appointed by the Secretary of that depart- 
ment. For example, the Army members are Mr. Alexander, who is 
the Under Secretary of the Army, and General Maris, who is in charge 
of the Army’s research and development. 
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The Navy members are Mr. Floberg, Assistant Secretary of the 
Navy, and Admiral Kurtz, in charge of the Navy’s research and 
development. 

From the Air Force the members are Mr. Gilpatric, Under Secre- 
tary, and General Craigie, who has just assumed the position as director 
of their research and development work. 

This statutory board meets about once a month, when we take 
official action and also engage in discussion of substantive matters as 
: to what our best programs should be in the future. Much of the 
: | policy preparation is done within our International Policy Group, 
although the statutory board is the one which officially takes action. 

A very important part of the operation is our system of committees 
and panels, who are really advisers to the Board. These are men who 
come from the universities and from industry and also from the serv- 
ices. They are experts in their various fields and they meet perhaps 
on an average of once a month to consider the programs and give us 
their best advice. 

We have a number of committees. I just list a few to give you the 
idea. ‘There is a committee on aeronautics; another one on atomic 
energy; on biological warfare; on chemical warfare; on guided mis- 
siles: on medical sciences; on ordnance. In all there are 14 com- 
mittees. Those I have named are representative. 

We have a full-time staff that works with these committees and 
their subcommittees and panels. The staff is very competent tech- 
nically and, as a matter of fact, some of the staff are waiting in the 
anteroom to give you short presentations later on if you feel you have 
the time to hear about our work in atomic energy, in aeronautics, and 
so forth. In all, the staff consists of about 225 civilians and 60 mili- 
tary men who are serving full time with us in the Research and De- 
velopment Board. 

To give you an idea of how we operate, I think it might be well to 
consider what we call program guidance. Our committees will meet 
and we will inform them through the Vice Chairmen of the best 
general estimates that the Joint Chiefs of Staff and others can give to 
us about the probabilities ahead; what we call the “when, where, and 
how’’; what are the prospects of war; and what we should be prepared 
for, in terms of the need for new weapons. 

We also ask these committees to consider certain specific points 
that have come up in the deliberations of the Board or of the Internal 
Policy Group. The committees meet and each one of the services 
presents to each committee its own plans for research and develop- 
ment, let us say in the field of aeronautics or in the field of guided 
missiles. Then there is a free discussion among the service members 
and the civilians who have come from universities and from industry 
as to the soundness of those programs, as to whether they can be 
better coordinated, as to whether some should be abandoned and 
others pushed a good deal harder. 

We talk about the “forum”’ effect of these meetings because very 
frequently the service people, who are carrying out their research and 
development in their own installations, will go back and modify their 
programs as a result of the discussion at the meetings. In other 
words, no formal action need be taken at all in that case. 

The committee then drafts a report which they call program guid- 
ance in the field, let us say, of guided missiles, and presents its recom- 
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mendations to us. It should be realized that these program-guidance 
reports are in specific technical fields. We have to take them and try 
to put them together into what we call operational fields. That is, 
instead of talking just guided missiles or aeronautics, we want to talk 
about the whole problem of continental defense of the United States 
or ~ the strategic air offensive or of land combat or antisubmarine 
work. 

In our planning group we pull together all the reports of the various 
expert committees and convert them over into guidance in terms of 
the whole problem of land combat or antisubmarine work. 

You can see that the experts in the committees would not be in a 
position to appraise the importance of biological warfare relative to 
atomic warfare. They are two different groups of people. But in 
our planning group we try to pull those two together and go back 
to the Joint Chiefs for further help in terms of the relative importance 
of things as they see them, in order to develop a final program guid- 
ance to be brought up to the Board itself for modification and ap- 
proval. This then goes out to the services as a basis for the develop- 
ment of their own budget proposals. 


ASSOCIATION WITH OTHER AGENCIES 


Of course, we have to operate closely with other agencies and, 
specifically, with the Secretary of Defense, because we are his adviser 
on scientific matters affecting the Defense Department, whether they 
arise in the Defense Department, in other agencies of Government 
carrying out research that affects defense, or actually outside, perhaps 
in the universities. We have to work closely with the Joint Chiefs 
of Staff. For example, we give them what we call technical estimates, 
which might be simplified into saying that we look at the new weapons 
and we tell the Joint Chiefs that they can expect by such and such 
a time a weapon that has such and such characteristics. They can 
then take those estimates and incorporate them in their own planning 
for the future. 

In turn, the Joint Chiefs give us their current views as to the gravity 
of the situation and as to the types of warfare and environments in 
which we must work hardest to be prepared. 

We also work with the Munitions Board. If new weapons are 
coming along which would make tremendous production demands for 
raw materials, we let the Munitions Board know so that they may 
incorporate those prospective demands in their thinking. In turn, 
we help them by encouraging research and development work on the 
substitution of less-critical materials for materials that are very short; 
or on methods of introducing new materials, like titanium, which may 
have great promise but which at the present time may be unimportant 
because of the difficulties of producing them in quantity. 

Mr. Taser. Do they have the possibility of production? 

Mr. Wuirman. There is a small production of titanium at the 
present time. It is an expensive production, because they have not 
developed the economical process which will some day be developed 
and which will make titanivm a reasonable metal for large-scale use. 

Mr. Suepparp. Is that not one of the projects that is a No. 1 
priority for development in Nevada, in the fabricating of the ore, 
although not yet the finished product? 











205 


Mr. Wuirman. They are working on titanium in Nevada; yes. 
But, actually, the most effective work so far on titanium has been by 
two companies: the Dupont Co. and the National Lead Co. There 
are a number of possible titanium processes. I think there are as 
many as a dozep companies who are interested in trying to develop 
an efficient process for titanium and we have a Metallurgical Advisory 
Board, which operates under the National Research Council, that has 
made a very real study of what they would advise be done in terms of 
titanium. 

Mr. SHepparp. Who is at the head of that particular board, what is 
his name? 

Mr. Wuirman. The head of the National Research Council is Dr. 
Bronk. The head of the Metallurgical Advisory Board has been Dr. 
Mehl of Carnegie Tech, but is now Dr. Frary who has just retired from 
active life with the Aluminum Co., where he was director of research. 


DEVELOPMENT OF TOTAL RESEARCH AND DEVELOPMENT BUDGET 


I might explain what our part is in the budget proposal that is 
before you. We have assisted the Secretary of Defense, in the first 
place, in laying down the ground rules to be given to the services as 
they prepared their proposed budgets this past fall. And this included 
establishing a preliminary planning figure in the Research and Devel- 
opment Board which represented our best estimate of the needs for 
research and development and, frankly, of the possibilities for effective 
research and development, because money alone is not the answer. 
One might well get up a figure which was an unrealistic one in terms 
of an effective over-all result. 

The departments then send in proposals which we, in the Research 
and Development Board, review in the light of this over-all planning 
and we then advise the Secretary of Defense what we think would be 
a sound figure for research and development. 

He, of course, works with, and we have worked with, the Bureau 
of the Budget in the preparation of this figure, so that the final figure 
really represents the cooperation of the services—the Research and 
Development Board, the Secretary of Defense, and the Bureau of 
the Budget. 

It is, | think, very vital to realize that the future strength of our 
military forces will depend very largely upon the effectiveness with 
which we carry on research and development in advance of the final 
test of strength. Next spring the departments will present to the 
Research and Development Board their schedules of proposed obliga- 
tions of funds within whatever the total budget is. When they 
present those, they will have had the benefit of the program guidance 
which I described. We will review what they propose to do and we 
may have to make some modifications in their proposals before we 
recommend to the Secretary of Defense that the money be actually 
obligated in the way that they propose to obligate it. 

I have talked perhaps longer than I should about the Research and 
Development Board, but I think it is necessary to understand this 
because, subsequently, the several services are coming up to tell you 
about their specific plans in their own research and development pro- 
grams. Those plans will be within the framework of this Research 
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and Development Board policy and program guidance, and you should 
know how we are developing it and how we expect to function next 
spring before funds are specifically obligated to various projects. 


OBLIGATION OF RESEARCH AND DEVELOPMENT FUNDS 


Mr. SuerparD. In other words, before you depart from that particu- 
lar portion of your presentation which, by the way, has not been too 
lengthy, the respective departments make their justifications for a 
specific amount of money and then in the expending of those funds, 
the jurisdiction more or less depends upon the decisions of your 
Board, not specifically their own department? 

Mr. Wurrman. That is correct. The Secretary of Defense re- 
quires us to recommend to him that this obligation of funds be made 
before the funds are obligated. 


DEVELOPMENT OF TOTAL RESEARCH AND DEVELOPMENT BUDGET 


Mr. Suepparp. But, as I recall the early part of your statement, 
even in the preliminary budget of the military forces themselves, your 
people are consulted as to the potentials involved, which would resolve 
themselves into the amounts that the particular service requests; is 
that correct? 

Mr. Wuirman. Yes, sir. As you can well imagine, the initial 
requests of each of the services are somewhat larger than the Research 
and Development Board eventually feels represent a sound over-all 
research and development budget. 

Mr. Suepparp. That is a very important factor and, due to the 
screening which you people conduct of the original presentation as 
compared with the one that is offered to the committee at this time, 
that budget bas been reduced by how much? 

Mr. Wuirman. The original figures that came up were somewhat 
vague in that a service would say, ‘‘We could use this amount,” 
which might be a lot bigger than they really expected to get. So that 
if we try to add together all of those original requests the figure would 
not have too much significance. But I would say that there is at least 
a one-third reduction from the original proposals of the services. 

Mr. Sueprarp. Proceed with your statement, please. 

Mr. Wurman. Now you have got the budget before you and you 
probably have questions. I imagine some of those questions will 
more properly have to be answered off the record than on the record. 

Mr. Sueprarp. That all depends upon one feature of the presenta- 
tion. In other words, it would be a mistake to go into an interroga- 
tion of specific funds involved if the charts you expect to show and to 
which you have referred will clarify the issue. That is to say, if the 
charts will indicate what the money situation is, at least to a degree, 
then I think it would be advisable to proceed with your charts and 
check those figures with your presentation, in order to avoid wasting 
time with interrogations by members of the committee if that question 
were not cleared up beforehand. 

Mr. Wuirman. I might explain it this way: I think the presenta- 
tions will be very worth while to you as showing the status in certain 
of our critical fields of research and development. I do not think that 
they will deal closely enough with the dollar figures perhaps to answer 
all your questions. 
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ld Mr. Suepparp. I think that is undoubtedly true. But the presen- 
xt tation would be an indication of the amount of money that is going to 
be requested. 
Mr. Wurman. Yes. 
Mr. SuHepparp. So we shall proceed, if you will, please. 
Mr. Taser. May I suggest this, Mr. Chairman? This whole 
u- 4 picture is rather confusing the way it is being presented to us on re- 
20 search and development. On this little sheet that Mr. McNeil gave 
a us there appears an item of “Research and development:’ For the 
s, Army, $469 million; for the Navy, $575 million; and for the Air Force, 
ur ' $607 million. For the Office of the Secretary of Defense, $60 million. 
The total amount for salaries that is involved in the Office of the 
e- _  Seeretary of Defense in the breakdown of the budget as we are con- 
le sidering it is $15 million. The total amount’shown for the Navy 
under ‘‘Research and development” is $75 million. The total amount 
shown for the Army as it is presented is $450 million. That is a little 
bit different than the figure that is here. 
The one for the Air, Force as | remember it is $525 million and on 
t, this little sheet it is $607 million. It all makes a very confusing picture 
ue for the committee. 
ye I should think that the Research and Development Board would 
s want this presented in such a way that the figures that we are given 
_ would jibe so that we could understand them. It makes it very con- 
nl _ fusing for us to tackle it the other way, as I should think it would the 
h ' Board to present it. 
HI Mr. Wuirman. The total research and development let me say for 
the Army, $469 million, will include a good deal of work which is done 
0 under contract with industry and will include a great deal of what we 
is | call hardware procurement—for example, guided missiles. 
e; It will be quite a different type of figure from a salary figure, which 
would be put up in another budget. I have not the figures on this 
ut _ total budget. I gather that those are salaries within the Army state- 
) ment. 
Mb Mr. Taser. Those are salaries within the Office of the Secretary of 
d Defense. 
” Mr. Wurman. Oh, yes. 
Mr. Taser. There is no item in the budget breakdown for the 
Office of the Secretary of Defense that could possibly include an item 
i similar to the $60 million that seems to be set up. 





Mr. Wuirman. May I explain that $60 million? 
t Mr. Taser. That is your emergency fund; is that right? 


- Mr. Wuirman. That is the emergency fund which, in this particular 
ii year, includes about a $20-million provision for atomic tests. We 
2 are not yet sure as to just what they are going to be, and just how 
° much will be required. Hence it seemed wiser to include the pro- 
B, vision of this approximately $20 million for atomic tests in the emer- 
d gency fund to be released by the Secretary of Defense at our recom- 
& mendations as the need for those tests developed. 
a The other $40 million represents the emergency fund which would 
be used to try to capitalize on important developments that came 
oi along during the year, where it seemed very wise to put a little more 
re money into an existing development, or to initiate a new one that had 
. not been planned when the year started. I think that explains the 
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$60-million fund there, consisting of $40 million of emergency fund 
and $20 million rather specifically intended for future atomic tests. 

Mr. SHepparpD. Would you mind at this point drawing the line of 
demarkation between your direct and indirect figures? 

Mr. Wuirman. The figures which we have been using in the 
Research and Development Board do not actually include an indirect 
expense totaling about $196 million. So that when we have made up 
our proposals, they were $196 million less; that is, our figures would 
be $196 million less because they do not include the indirect which Mr. 
MeNeil then adds to the cost of research and development which, I 
understand, is for things like the housekeeping at the various installa- 
tions, and the upkeep of research and development installations. It is 
my understanding that that figure in this 1953 budget proposal is 
$196 million. 

Mr. SHepparp. Obviously, that would be involved in the depart- 
mental presentations when they come up here, because that falls 
within their jurisdiction and not yours. 

Mr. Wurman. That is correct. We have nothing to do with that 
part of it. 

Mr. WiaeteswortH. Does that mean that your part is approxi- 
mately $1,500,000,000? 

Mr. Wuirman. Yes, sir. This is, of course, a big budget and I 
think it is pertinent to point out that our modern weapons are very 
complicated and very expensive. For example, to develop one jet 
fighter today costs from 5 to 10 times as much as to develop a World 
War II fighter. Guided missiles also are extremely expensive. 


RESEARCH ON OVERHAUL AND REPAIR OF JET ENGINES 


Mr. SHepparpD. Before you leave the jet engine, does that fall 
within the jurisdiction of your organization so far as the matter of 
longevity of the plane is concerned? 

Mr. Wurman. Are you referring to service testing or specifications? 

Mr. SHepparp. No. In other words, you have had research and 
development looking to the operation of a jet engine. In your 
techniques do you follow through to try to put that into the air and 
keep it operational and develop scientifically a program of overhaul, 
and so forth? 

Mr. Wuitman. By technical development toward the improvement 
of the jet engine in terms of new engines coming out, but not in terms 
of maintenance of engines that are already in the field. 

Mr. SHepparD. Do you know at this time which particular depart- 
ment would be charged with the responsibility of develeping a tech- 
nique of that character? 

Mr. Watrman. It would certainly be within the Air Force and the 
Navy Bureau of Aeronautics. It would be part of their operations, 
but it would not come under their research and development sections, 
I believe. 

Mr. SuHepparp. I do not want to take up time unnecessarily, but - 
it seems to me this is a very important factor. I have in mind that 
the “Overhaul” item, with reference to those engines, is a very material 
factor in the question of the additional expenditure that is necessary 
in buying new engines. Why? Because all of the research in the 
matter of overhaul and repair so far has been as to reciprocal-type 
engines, which research has been developed over a period of years. 












und 
2 of 
the 


rect 


-up 
uld 
Mr. 


lia- 
[t is 
] is 


art- 
alls 


hat 
OXi- 


d I 
ery 

jet 
orld 


fall 
r of 


ns? 
and 
our 
and 
aul, 


ent 
rms 


art- 
ch- 


the 
ns, 
ons, 


but ° 


hat 
rial 
ary 
the 


ype 








209 


Now you come along with a completely different operation and the 
technique that has been developed in the overhaul of engines is not 
applicable to the new engines. So that somewhere in this research 
and development operation it would occur to me that this would be a 
very pertinent factor, which does not appear to be included at the 
moment. 

Mr. Wuirman. I think the research and development phases are 
these: That the engine before acceptance is supposed to pass some 
pretty rigorous tests. Incidentally, the United States forces are much 
more rigorous in their demands on what the engines shall pass than 
the British would be, for example. Beyond that point, the problem 
of maintenance and overhaul of equipment in service would go over 
to the Operations Branch, not Research and Development. The Re- 
search and Development people would be pulled back in if troubles 
were such with the engine that it would appear that improvements 
could be made in the engine, but they would not be responsible for the 
training of personnel to overhaul and maintain the engine. 

Mr. SHEerparD. You have answered my question. Please proceed. 


MAJOR RESEARCH AND DEVELOPMENT FIELDS 


Mr. Wurman. Guided missiles are, as we all know, very expensive: 
As a matter of fact, nearly half of this budget for research and de- 
velopment is going into the fields of aeronautics and guided missiles. 
Guided missiles did not represent a demand of World War Ii. 

Another big reason for expense—and I think it is fair to try to see 
why such an amount of money is warranted in research and develop- 
ment—is that the problem of continental air defense of the United 
States, which was not a problem of the last war at all, is becoming a 
tremendous one with the fast, long-range planes, and atomic bombs. 
This means means expensive warning systems and the development of 
entirely new techniques for being able to get the data on possible 
enemy planes coming in and being able to direct the defenses against 
those planes. 

As I have said, the fields of guided missiles and aeronautics represent 
fully one-half of the cost of this research and development budget. 
If we added to it the fields of ordnance and of electronics then we 
have accounted for just about 80 percent of the total. Much as we 
dislike it, these are very expensive things to do. 

It is absolutely vital that we do this research and development at 
this time. It takes a considerable time before research and develop- 
ment on something new reflects itself finally in usable weapons and 
techniques out in the field. And if we defer the research and develop- 
ment at this time it just means that we are penalizing the future 
strength of the country. 

I should like, if you think it pertinent at this time, to ask individuals 
who are waiting outside, to give you a little story on the aeronautics 
field, the atomic energy field, and others; although if you feel you would 
prefer to ask questions right now, I shall try to answer them. 

Mr. SuHepparp. You are here justifying the existence of your 
operation and the funds that are being requested for it. 1 would 
rather than you proceed in the way in which you think you can make 
the best presentation and then if we find a hole in it, we shall tell you 
about it. But at the present time, in view of the hour, the committee 
will adjourn until 10 o’clock tomorrow. 





Fripay, JANuARY 25, 1952. 

Mr. Manon. Gentlemen, we will proceed with the hearing. 

Mr. Warrman. Mr. Chairman, we would like to give you an idea 
of the status in certain important fields of research and development. 
Specifically, we are prepared with the executive directors of several 
of our committees; the Committees on Aeronautics, Guided Missiles, 
Atomic Energy, Biological Warfare, and Chemical Warfare. 

I think this part of the presentation should be off the record. 

(Discussion off the record.) 


DvpLIcATION IN GuIpED-MissILE Fre_p 


Mr. Manon. Mr. Scrivner has raised the question of duplication 
of effort in the guided-missile field and has cited a certain -publica- 
tion. I think that should be in the record and, when it is placed in 
the record, will you see to it that we have a correct answer, based upon 
investigation, to the criticism which has been leveled at the guided- 
missiles program? 

Mr. Darwin. Yes, sir. 

Mr. Scrivner. Mr. Chairman, I have in my hand a document 
which came to my desk this morning entitled “Annual Report of the 
‘President for 1951,” of the Aircraft Industries Association of America, 
Inc. 

This is a report made by Admiral D. C. Ramsey, United States 
Navy, retired, president of the Aircraft Industries Association. 

It purports to review some of the operations for the fiscal year 
which commenced on November 1, 1950, and ended on October 31, 
1951. 

On page 21 of this‘document, in connection with the aircraft 
technical committee, which is a subcommittee of the Aircraft Indus- 
tries Association, there appears the following: 

Guided missiles: Representations were made to the Munitions Board pointing 
the serious differences in engineering data procedures among the five Government 
agencies procuring guided missiles which were wasting engineering manpower, 
duplicating technical data requirements, and delaying missile production. 

When the witness made the statement that there were three Govern- 
ment agencies in the procurement of guided missiles, it raised the 
question in my mind which one of the two statements was correct. 
Of course, if, as Admiral Ramsey says, there is duplication, and if 
there is waste, certainly steps should be taken, I should think by this 
Board primarily, to eliminate that duplication and waste. 

Mr. Manon. Mr. Keller certainly should be doing a better job than 
to permit waste and unnecessary duplication. Probably there is 
always some duplication in the scientific and research field. But | 
think the question raised by Mr. Scrivner is a very timely one. 

You have already given us some testimony off the record. Will you 
supply us a full statement with respect to this problem, and place it 
in the record, and furnish the clerk of this committee a copy for the 
use of Mr. Scrivner and the rest of the members of the committee? 

Mr. Wuirman. We shall be glad to do so. 

(The information requested is as follows:) 

Suitable tri-service general specifications for appropriate categories of missiles 
(such as air-target missiles, long-range rockets, and long-range air-breathing 
missiles) should go a long way on alleviating the difficulties pointed up by the 
Aircraft Industries Association. The military departments and the Munitions 
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Board are working toward general specifications for guided missiles. The Research 
and Development Board Committee on Guided Missiles and its staff are assist- 
ing in the work, 


Upon investigation we have found that the five agencies to which 
the AIA refers are: 


1. The U.S. Army (Ordnance Corps) 

2. The U.S. Air Force 

3. The U.S. Navy (Bureau of Ordnance) 
4. The U.S. Navy (Bureau of Aeronautics) 
5. The U.S. Navy (Bureau of Ships) 


Our listing of three did not take cognizance of divisions within the 
military departments. 

Mr. Manon. You may proceed further off the record. 

(Mr. Darwin completed a statement off the record.) 


RESEARCH ON ATOMIC ENERGY 


Mr. Wuirman. Mr. David Beckler, Executive Director of the Com- 
mittee on Atomic Energy of the Research and Development Board 
has a presentation to make at this time. 

(Statement off the record.) 

Mr. Manon. We thank you gentlemen very much. 

Mr. Davis. I wonder if it would be in order for them to insert into 
the record a statement showing how the Atomic Energy Committee 
of the Research and Development Board dovetails in with the Atomic 
Energy Commission, and how their efforts are coordinated. 

Mr. Manon. They may furnish such a statement. 

(The information requested is as follows:) 


STATEMENT ON THE WORKING RELATIONSHIP BETWEEN THE RESEARCH AND 
DEVELOPMENT Boarp CoMMITTEE ON Atomic ENERGY AND THE ATOMIC 
ENERGY COMMISSION 


1. This statement describes in a general way the relationship between the 
Committee on Atomie Energy of the Research and Development Board and the 
Atomie Energy Commission. 

2. The division of research and development effort between the AEC and the 
Department of Defense is not sharply delineated. The AEC exercises primary 
cognizance over research on the nuclear phases of weapons development and does 
a majority of the work on nonnuclear components of atomic warheads. For 
example, the family of air-burst implosion bombs has been almost entirely an 
AEC development. The adaptation of atomic bombs and warheads to delivery 
vehicles, involving aircraft modifications, rocket, and guided-missile develop- 
ments, has been largely a DOD task. In the field of nuclear propulsion of sub- 
marines and aircraft the AEC is concerned with reactor designs whereas the 
DOD is responsible for the design of the vebicle and the propulsion equipment 
exclusive of the reactor. 

5. The RDB Committee on Atomic Energy considers research and develop- 
ment on military applications of atomic energy both within and outside the 
Department of Defense. In such reports as its annual Program Guidance 
and Technical Estimates the committee reports to the Board and through 
the Board to agencies of the Department of Defense. These reports are made 
available to the AEC through the Military Liaison Committee. 

4. On policy matters affecting the AEC, recommendations of the RDB are 
transmitted to the Secretary of Defense who then forwards these recommenda- 
tions to the AEC through the MLC, a statutory body created by the Atomic 
Energy Act of 1946 to advise and consult with the Commission on all atomic 
energy matters which the committee deems to relate to military applications. 
Conversely, on matters initiated by the AEC, these are transmitted through 
the MLC to the Secretary of Defense or the Joint Chiefs of Staff who refer appro- 
priate portions of such matters relating to research and development to the RDB. 

5. An example of the way in which the RDB meshes its activities with those 
of the AEC is given below: 
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(a) The Committee on Atomie Energy convened an ad hoe panel to study 
future applications of atomic energy in military operations, looking into the 
future as far as its findings affect the planning of research and development. 
The report of this panel covered matters of direct concern to the AEC as well as 
the DOD. Prior to RDB consideration of this report, comments were received 
from the Joint Chiefs of Staff and the Weapons Systems Evaluation Group. 
The Board approved the report and it was submitted to the Secretary of Defense 
with the comment that although the DOD endorsed the panel’s conclusions in 
general, the transmission was not to be regarded as a formal DOD request for 
implementation of any of the conclusions or recommendations. The Secretary 
further stated that the various recommendations would be taken up with the 
AEC through the usual channel of the MLC at the appropriate time. 


BIOLOGICAL WARFARE 


Mr. Wuirman. Mr. Edward Wetter, the Deputy Executive Director 
of our Committee on Biological Warfare, is prepared to give a short 
presentation on the status of that work. 

Mr. Sixes. We are glad to hear Mr. Wetter at this time. 

(Statement off the record.) : 

Mr. Stxes. Thank you very much; that was a most interesting 
presentation. Who is your next witness, Mr. Whitman? 


CHEMICAL WARFARE 


Mr. Warrman. Dr. Worthley, who is the Executive Director of our 
Chemical Warfare Committee. This will be the last of our presenta- 
tions of this type. 

Mr. Srxes. We shall be glad to hear Dr. Worthley at this time. 

(Statement off the record.) 

Mr. Wurman. We have given you a presentation of the status in 
five fields. I did not realize it was going to take so much time. 

A few questions came up on which later we are going to submit 
answers to you. 

I will be happy to try to answer any questions now. 


Cost or ResgarcH AND DEVELOPMENT IN 1953 


Mr. Srxes. Let us develop the cost picture. Do I understand your 
budget for research and development is about $1.7 billion? 
Mr. Wurrman. Yes; including something like $196 million of in- 
direct expense. 
INDIRECT EXPENSE 


Mr. Srtxes. What do you mean by “‘indirect expense’’? 

Mr. Wurman. As we are normally accustomed to thinking of the 
budget, it totals about $1,515,000,000, but it is customary in the ac- 
counting to add to that the housekeeping expenses, as it were, of the 
various establishments, which run about $196 million. 

Mr. Stxes. Do you mean military pay, uniforms, and food for the 
military personnel? Is that what you are talking about? 

Mr. Wurrman. For example, it is the housekeeping at Aberdeen, 
the janitor service, and things of that kind—the guards, the upkeep of 
the establishment. 

Mr. Sixes. Not directly chargeable to research and development, 
but nevertheless essential to the operation of research and development 
activities? 

Mr. Wuirman. Yes. The burden has to be carried somewhere. 
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Mr. Srxes. How does that compare with the money that you have 
had for the fiscal year 1952? 

Mr. Wurrman. In the fiscal year 1952—and I am talking now in 
gross figures—this sheet before you shows that it was $1,471,000,000 
as against this proposed plan. 

Mr. Srxes. What accounts in the main for the increase? 

Mr. Wurman. There are a number of factors of which one is that 
many of these things are getting more into the hardware stage, par- 
ticularly the guided missles and the aeronautics program. As a 
given program gets further along the cost of the hardware you have 
to build is a mounting expense. I would say that inflation has a 
little to do with it, but certainly it is not a major factor in that addi- 
tional $240 million in the budget. 


DUPLICATION OF EFFORT 


Mr. Sixes. Is there any material duplication of effort between what 
you do and what is done in industry, or in the respective services? 

Mr. Wuirman. There is certainly some duplication of effort. 
Some of that is absolutely necessary duplication. As to unnecessary 
duplication, all I think 1 should say is we are striving to the maxi- 
mum to keep it down to nothing. 


Errect or Repucine 1953 Bupcer 


Mr. S1xes. Naturally, Congress is concerned about mounting costs 
and so are the people. What will it do to your program if you are 
held to the fund level which you had in the fiscal year 1952? 

Mr. Wurman. I think that it would have very serious effects on 
those programs where we are trying to give additional emphasis to 
get through the further development and completion of some of these 
guided missiles. Aircraft prototypes are definitely going to cost more, 
I think, in 1953 than they did in 1952. As another example, we are 
increasing the amount of money requested for biological and chemical 
warfare. 

I would say that the over-all increase is one we feel is quite fairly 
justified, and I might note to you that the Department of Defense 
itself, meaning the Secretary, agreed that in a total military budget, 
which was somewhat diminished as against last year, it was logical 
that the research and development part actually be increased in 1953 
as against 1952. 

Mr. Stxes. What major activities would have to be curtailed or 
limited if you were not given the increased funds that you have 
requested? , 

Mr. Wuirman. I am quite sure that it would be across-the-board 
to a marked degree; in other words, there would have to be a tailoring 
down of a number of important things. I think one cannot say at 
the moment which one would have to take the major burden. What 
we are trying to do is to arrange a distribution of funds which is con- 
sistent with what we would say the optimum build-up of strength 
would be through research and development. 


RUSSIAN SCIENTISTS AND TECHNICIANS 


Mr. Srxes. I_ was interested and somewhat disturbed by your 
statement that Russia was apparently graduating as many scientists 
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and technicians this year as we avere graduating. I have known for 
a long time that Russia has some of the top scientists in the world, 
but I had always assumed that the number was rather low. 

On what information do you base that statement that Russia will 
graduate as many scientists and technicians as we? 

Mr. Wuirman. | am trying to think of the authority. I have seen 
it published, I believe, in the Fleming report. I am not positive of 
the source of information. 

Mr. Srxes. Do you think it is an accurate source? 

Mr. Wuirman. I think there is little doubt but that it is a reason- 
able figure. 

Mr. Sixes. How did they step up their number so materially? We 
know that Russia in the past has not graduated many scientists. 

Mr. WuirtmaN. Russia has actually greatly increased her number 
of universities and her number of technical universities. 

Now, I recall where the information came from, but I cannot quote. 
I am reasonably sure that the information is correct. 


DEVELOPMENT OF NEW WEAPONS OF WARFARE 


Mr. Srxzs. I have felt that we in this country had tended in the 
past to depend more upon the refinement of weapons with which we 
are familiar, and have used in warfare, than we have stressed the 
development of new weapons or new types of warfare; and yet every 
war brings new types or techniques of warfare. 

To what extent are your activities in research and development 
centered upon refinement of weapons of World War II and to what 
extent are you concentrating upon the development of new weapons 
which would be used in a new type or technique of warfare? By new 
weapons, I speak principally of guided missiles, and bacteriological 
warfare, and weapons of that general type. 

Mr. Wurman. In answering that question, I think that it might 
be pertinent to. point out that the Research and Development Board 
is trying to give the emphasis to what we expect to encounter in any 
new war. We, of course, are working closely with the services. 
They propose programs which they think best to forward missions 
for which they are responsible, and we try to integrate these and to 
see that selective emphasis is given to the most important ones. 

(Discussion off the record.) 

Mr. Sixes. I would like an answer on the record as to the propor- 
tionate cut between the two, but go ahead and say what you want 
off the record. 

Mr. Wuirman. All right. 

(Discussion off the recori.) 

Mr. Sikes. You may provide an answer for me. 

Mr. Wuirman. Yes. 

(The information requested follows:) 


About 30 percent of the program is devoted to the improvement of World 
War II weapons and 70 percent to the development of new weapons. 


DEVELOPMENT OF TITANIUM 


Mr. Sikes. What are you doing about the development of new 
metals such as titanium? 

Mr. Wuirman. Our Metallurgical Advisory Board, which operates 
under the National Research Council but under the direction of the 
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or Research and Development Board, has prepared a report on titanium 
d, with recommendations which we have accepted and are implementing. 
Mr. Srxzs. Is there a pilot plant for the manufacture of titanium? 
ill Mr. Wuirman. There is a pilot plant for the manufacture. 
Mr. Stxes. What is its capacity? 
‘n Mr. Wuirman. Actually, there are two commercial plants as well 
of as a pilot plant. 
Mr. Sikes. You may provide that information. 
(The information requested follows:) 
“ Status oF Tirantum ProGRam 
Ve Titanium is of great interest to the Armed Forces as a material of construction 
for military equipment. The Army, the Navy, and the Air Force all have devel- 
ms opment programs aimed at providing information on titanium and development 


of titanium alloys with suitable properties. In addition to this, there is also 
considerable work being done on the promising applications for the metal in 
e. : each of the services, and prototype development work is being carried on aimed 
at specific applications such as various parts of airframes, compressor disks for 
jet engines, and a number of Army Ordnance components. 

It is estimated that the production of titanium sponge in 1951 amounted to 
approximately 700 tons, a tenfold increase over the metal available in 1950. 
It is further estimated that the production in 1952 will be somewhere in the 








he neighborhood of 4,500 to 5,000 tons. The production in 1951 came from four 
ve sources. Perhaps the major part was produced by the du Pont Co. The second 
he producer is the Titanium Metals Corp., which is jointly owned by the National 
rv Lead Co. and the Allegheny Ludlum Steel Corp.; metal production has been 
: carried on by the National Lead Co. in a small plant at Sayerville, N. J., and 
another at Titanium Alloy Manufacturing Co. in Niagara Falls. A third opera- 
nt tion has been started by the Titanium Metals Corp. at Henderson, Nev. This 
at plant is operating under Government contract. Some of the units of this plant 
ns got into operation in the latter months of 1951 and by the second quarter of 
oad 1952 it should be operating about 5 tons per day and in the third quarter of 1952 
Ww the capacity should reach 10 tons per day. The National Lead Co. also operated 
val the Bureau of Mines plant at Boulder City, Nev., during 1951 and produced a 
substantial amount of titanium sponge. The Crane Co. has also set up a small 
ht plant for producing titanium in Chicago. 
“d The estimates of titanium-producing capacity for 1952 are based on two du 
FC Pont Co. plants, one of them rated at 600 tons per year and the other at 300 tons 
nV per year: the Titanium Metals Co., with a capacity of 3,600 tons, and the Crane 
pS, Co., with a capacity of 18 tons. In addition to these, there are tentative plans 
ns for increasing the capacity of the du Pont Co.’s 600-ton plant to 3,600 tons per : 
ron year. 


The titanium sponge produced is being fabricated by Rem-Cru Titanium, Inc., 
Allegheny Ludlum Steel Co., Republie Steel Co., and Mallory Sharon Titanium 
Corp. These companies are producing semifinished mill forms such as ingot, bars, 
yr- sheet, rod, and wire. The ingot metal is being fabricated on stee!-mill equipment 

t normally occupied with stainless steel or special alloys. There have, therefore, 
in been some delays in supplying titanium items for research and development. proj- 
ects, prototype work, and items such as compressor disk wheels for jet engines. 
This situation appears to be improving, and 4 to 6 weeks’ delivery is now being 
promised by some of the manufacturers. 

There is a temporary stock of titanium sponge which is being purchased by the 
General Services Administration and which will be available as the military require- 
ments inerease.~ As yet, the military requirements for titanium are uncertain for 
a number of reasons. Research and development and prototype work under way 
points to a wide usage for the metal, but few of the many testing programs have 
been completed. The most promising items are those concerned with the con- 
struction of airplanes and jet engines: In the airframe, titanium can displace 
many of the stainless-steel applications and provide significant weight savings. 
It may also replace steel forgings and in high-speed craft may replace aluminuin 
alloys. where operating temperatures exceed the allowable temperatures for these 
ew alloys. In jet engines the major use of titanium appears to be compressor wheel 

disks and blades replacing stainless steel with a marked saving in weight. Other 
tes parts of the engine are also being xiven consideration. 
he rhe low rate of present production is not encouraging to consumers who must 
fit this into a production schedule and must, therefore, have definite assurances 
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of adequate metal supplies before they can schedule titanium for their uses. 
In addition to this, the present high costs of the metal are also discouraging. 

Present price of titanium sponge is approximately $5 per pound. This high 
cost is due in part to an experimental nature of the producing plants and to the 
relatively low rate of production. It is expected that this cost will be materially 
reduced as a result of the experiences gained in the 10-tons-a-day plant of the 
Titanium Metals Co. at Henderson and by the continual improvement of the 
production processes in the smaller plants. It is believed that further and even 
more substantial reduction in the cost of the metal may be attained upon per- 
fection of newer producing processes. 

Fabricated forms such as bars, rod, sheet, and wire range from $6 to $15 per 
pound, base price. Extra charges for size, shape, heat treatment, surface con- 
ditioning, and other mill factors raise these prices substantially to somewhere 
between $15 and $30 per pound. It is expected that these prices will be greatly 
reduced with increase in production and increase in knowledge of the methods 
of handling the material in the mills. 


Mr. Stxes. Would you say that we are making material progress 
in this field, or are we still creeping? 

Mr. Warrman. I would say that we are making material progress. 
The research and development phase of it has already been imple- 
mented by the granting of special money from the emergency fund. 

Mr. Srtxes. Have you been able to get the cost of manufacture down 
to anything comparable to other metals? 

Mr. Wurrman. No; not at the present time. 

Mr. Srxes. Do you think that you can in the next year or two? 

Mr. Wuirman. I would doubt whether we will in a year or two, 
because this is going to demand a pretty expensive program which 
will be a problem of the Munitions Board and of Mr. Charles Wilson’s 
operations. It is going to get far beyond research and development to 
really go into the production of titanium, which we think may well 
be justified. 

Mr. Stxes. I would like for you to implement your answer so that 
we can have a relatively complete picture of this metal situation. 

(The information requested appears on page 215.) 


OBLIGATIONS AND EXPENDITURES 


Mr. FLtoop. What percentage of the requested funds do you think 
you can obligate and spend during the fiscal year 1953? 

Mr. Wuirman. Actually spend? 

Mr. Fioop. How much do you honestly think that you can spend 
of what you are asking for during this fiscal-year period for your shop? 

Mr. Wuirman. I think it can all be obligated. 

Mr. Fioop. I am sure of that. How much can you spend? 

Mr. Wuirman. In terms of expenditure, our estimate would be 
$1.4 billion. That includes the indirect cost. 

Mr. FLoop. What are you asking for? 

Mr. Wurman. $1.7 billion. 


LAG BETWEEN OBLiGATIONS AND EXPENDITURES 


Mr. FLoop. What do you want the other $300 million for? 

Mr. Wuirman. There is a time delay between the obligation and 
the expenditure of funds on a research and development program as 
there is in a procurement program. The time lag is about on the 
order of magnitude of anywhere from 8 months to a year. In other 
words, one will obligate funds on a research and development pro- 
gram ahead, but the actual passing over of the cash for completed 
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work will not parallel the obligations in a program which is rising in 
total volume. You can talk about it as lead time. 

Mr. Fioop. Could you use twice as much as you are asking for 
properly? 

Mr. Wuirman. I believe not. 


DIFFERENCES IN BUDGET FIGURFS 


Mr. Taser. I would like to have an explanation of this: The total 
of the sheet for research and development that was sent up here by 
the budget runs $1,562,000,000. 

The figures that have been culled out of the details of the budget 
that has been sent to us give a total of $1,492,000,000. 

The sheet that has been submitted to us by Mr. McNeil, one of the 
Assistant Secretaries of Defense, runs $1,711,000,000. 

Now, with that kind of picture, I am at a loss to know what you 
are asking for. 

Mr. Wurrman. Yes. I will do my part to try to explain it, but 


_I will not be able to explain the whole thing here. 


Mr. MeNeil’s figure of $1,711,000,000-—-— 

Mr. Taser. That is the figure you gave us. 

Mr. Wuirman. Yes. 

That includes about $196,000,000—and I am going to confuse this 
a little more—of indirect costs; so, if we deduct $196,000,000 of indi- 
rect expense from the $1,711,000,000, we would have $1,515,000,000. 

Now, that is the figure which I have been thinking of up until the 
time of coming to this meeting as our research and development 
budget. It is pretty close to one of the two figures that you cited 
to me, 

Mr. Taper. $1,492,000,000; yes. 

Mr. Wuirman. It is not very close to the $1,562,000,000, and I 
think that we would have to ask the fiscal people to explain the 
difference between those figures. 

Mr. Tazer. I do not know whether you want this in the record or 
not, but I certainly would like to see an explanation come to the 
committee so that we can tell what we are supposed to be working on. 

Mr. Wuirman. I feel that Mr. McNeil would be best able to clarify 
that. I will speak to him to see if he will send up the interpretation. 


NEED FoR Sucu a LAarGE BupGet 


Mr. Taper. Do you feel that such a great figure as that can be 
effectively and efficiently expended at this time? 

Mr. Wuirman. Yes, I do. 

Mr. Taser. Do you feel there is a reason for doing so much at 
this time? 

Mr. Wuirman. I am very convinced there is, sir, because I believe 
what we do in the immediate future in effective research and develop- 
men is going to have a tremendous effect on our strength in the years 
ahead. 

Mr. Taser. Do you feel that the things this money will be expended 
for will produce substantial results that will be of value to us in working 
out the defense of the United States? 

Mr. Wuirman. I do, sir.. One realizes that in research and develop- 
ment there are some horses that you back that do not turn out to be 
so successful, but that is in the very nature of the uncertainties of 
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research and development. What we must do is put our best efforts 
into making it the most intelligent gamble we can. 


PROPOSED PROJECTS 


Mr. Taser. Are the things that you are aiming to produce ap- 
proved, with regard to essential desirability, by the heads and chief 
advisers of the departments that will be called upon to use them? 

Mr. Wuirman. In the first place, they represent projects which 
the departments—the Army, the Navy, and the Air Force—are pro- 
posing, either on their own, or with our guidance. In general, re- 
search and development organizations of the Army, the Navy, and 
the Air Force receive requirements from other parts of that same 
service as to what they need to have developed, and so the work on 
a development represents a collaboration between what you might 
call the operating arm of the service and its research and development 
arm. Thus. in almost all developments I would say the operating 
people who have to use the weapons, and the research and development 
people who are trying to develop them, have closely related their 
ideas as to what needs to be developed. 

Mr. Taper. As I understand it, the individual practice will be 
carried on under the direction of the different services? 

Mr. Wuirman. That is correct. 

Mr. Taser. Either directly or by contract with outside civilian 
activities, or businesses? 

Mr. Wuirman. Yes, with industry, and with universities to a certain 
extent. 

The approval of the projects, before the funds can actually be ex- 
pended, has to be recommended by the Research and Development 
Board to the Secretary of Defense. That is a process that will take 
place next spring. 


User or Prior Year Funps 


Mr. WicGLeswortnh. Mr. Whitman, in the breakdown you gave us 
as to the amount contemplated to be expended for the several activi- 
ties which have been discussed off the record, you gave us figures 
totaling about $811,000,000. Where is the rest of the roughly 
$1,500,000,000 to be applied? 

Mr. Wuirman. The next most important item is in the field of 
ordnance and following that the next item is in electronics. By the 
time we have added all those together we have about 80 percent of the 
total amount. 

Mr. WieGLeswortn. Is there any reason why you cannot give a 
breakdown for the record of the items contemplated other than those 
that were given us previously off the record? 

Mr. Wurman. I can give you more off the record if you care to have 
them. 

Mr. WicGLesworrnH. I want to see what the balance of $750,- 
000,000 is to be spent for. About half the total has not been accounted 
for either on or off the record. 

Mr. Wurman. I will go off the record. 

(Discussion off the record.) 

Mr. WiccLeswortH. Do you have comparative figures for the 
current fiscal vear in each category? 

Mr. Wuirman. I believe that we have; yes. 
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Mr. Scrivner. Do you have a copy of that that you can turn over 
to the committee? 

Mr. Wuirman. I think that it should be kept off the record. We 
will turn over this list which splits it up for the fiscal vears 1951, 1952 
and 1953 into these categories. 

Mr. WicGLesworrtn. And it shows the amounts for each category 
for each year? 

Mr. Wurman. Yes. 

Mr. Wiee.esworts. I think that would be very valuable, if it can 
be submitted for the information of the committee. 

Dr. Corne ut. All of these can be given to vou in great detail by 
the Army, the Navy, and the Air Force in their specific programs. 


RADIO PROPAGATION 


Mr. FLoop. Are you experimenting with radio propagation? 

Dr. CorneLi. Yes, indeed. There is considerable work going on 
in the study of propagation, and particularly propagation in the 
Arctic, right now. Work on radio wave behavior near the magnetic 
poles, and in regions where the northern lights interfere, is very 
critical for any operations that have to take place in the Arctic, land 
or air. 

Human Resources ProGram 


Mr. Taper. Can you give us a little story of what this item on the 
study of human resources means? It looks like you have a lot of 
money here. 

Mr. Wuirman. That is a 3-vear total, is it not? 

Mr. Taser. $33,000,000 in 1953 as compared with $26,000,000 
before, and you seem to have spent $18,000,000 in 1951. 

I would like to have some idea what you are doing with that money. 
You should have a pretty good account. That is something that 
could be a terrific liability to the defense effort. 

Mr. Wuirman. It is understood that the services themselves will 
be up here to give you more of the detail on their specific prograns in 
that field. I think that Dr. Cornell can give you just a general state- 
ment about it. 

Dr. Cornett. I can expand perhaps on what I said before off the 
record. 

There is the question, for example, of human behavior under combat 
conditions. World War II experience showed, for example, that 
under gunfire with ground troops it is frequently true that something 
like one man in four in possession of a weapon actually fires when he 
has the opportunity. The question is, Why is that true? It is ap- 
parently a psychological situation, which tre mendously cuts down 
the effectiveness of the ground troops, brought about by the stresses 
of combat. 

Mr. Taser. I wonder what kind of people they get for that purpose. 

Mr. Wuarirman. The Chairman of our Committee on Human 
Resources is Dr. Frank Geldard. He has been associated with the 
department of psychology of the University of Virginia since 1928, and 
is director of their psychology laboratory. He is also chairman of the 
Advisory Council on Psychology of the Office of Naval Research, 
and he is on the National Research Council. 

In 1945 he was commanding officer of a psychology mission to the 
Philippines and Japan. He served with the Army Air Forces from 
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oon “y 1946 and was released from active duty with the rank of 
colone 

I just cite that because I happen to know Dr. Geldard reasonably 
well, and he is the type of man who, I think you would feel, is very 
competent in the field of psychology ‘and human relations, { cannot 
claim myself to have a great knowledge in this field, but from my 
contacts with it during a short period I have felt that we have good 
men working on the program. I think probably the Army would be 
very happy to tell you more about their specific plans. 

Mr. Taper. I would like to have some way of telling who will have 
this stuff when it comes up to us so we may be prepared to develop it. 

Mr. Manon. We will be aware of that. We have been chiding 
them several years about that project. 

Mr. Taser. They had a lot of that stuff that was not any good 
last year. 

Mr. Manon. Off the record. 

(Discussion off the record.) 

Mr. Taser. Does your commission get into the detail of these 
things so as to understand them and have a pretty good general idea 
as to whether or not they are intelligent programs and things that 
might be productive? 

Dr. CorNELL. Yes. 

Mr. Wurman. I believe that we do. In my short time here | 
cannot say that I have gotten into this human resources field enough 
to give you something personal on it, but I am getting somewhat into 
it. My reactions at first were somewhat the same as yours—lI looked 
upon it with a degree of skepticism. I have been becoming more of a 
believer in the program from the little I have seen of it. This is one 
of the things we are very definitely going to follow up. 

Mr. Tarer. We developed different items of that sort that did not 
seem to be squaring away with a record of efficiency last year. I do 
not know how it might be this year. It did not seem to be showing 
up to good advantage last year. It may be different this time. I do 
not know. Iam just throwing out thoughts that may perhaps protect 
the Government from getting into somethihg that it should not be in. 

Mr. Wuirman. Would you like to have us prepare a little memo- 
randum on this subject and send it to the committee? 

Mr. Manon. I think it would be well to do that. 

(The information requested follows:) 


STATEMENT OF HumMaAN Resources RESEARCH AND DEVELOPMENT IN THE 
DEPARTMENT OF DEFENSE 


Research and development since World War II are producing far more complex 
weapons and weapons systems than were thought of in 1941. For example, our 
military forces are developing supersonic aircraft, guided missiles, atomic weapons, 
biological weapons, and various electronic equipments such as radar, sonar, and 
automatic gun-laying systems. These developments have progressed to such 
levels that the complexities of operations now requires the highest skills, intelli- 
gence, and training of the men to run them. For example, the new aircraft 
which are under development today, such as the B-47 and the B—52, are not only 
more complicated but must be flown with fewer men to achieve the range and 
deliver their load, as contrasted with the B-50 and B-36 planes now in operation. 

The new machines that are being developed and the new jobs that are being 
required of military men are not the ordinary kinds of jobs or equipments we 
find in civilian life. Human resources research is concerned with the ways in 
which a man can be properly selected, classified, trained, and adjusted to work 
with these new machines and jobs. 
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It is important to note too that what the military departments are doing in 
human resources research with respect to military equipment and military jobs 
is similar to what industry is doing in research to secure greater efficiency of 
operations and improve the ways in which industrial manpower is being utilized. 
Much of industry’s research is going into studies involving selection, classification, 
and training, and into labor relations and human relations. 

Of the Department of Defense funds being requested for human resources 
research during the past 3 vears, a substantial part of the annual budgets included 
funds which are devoted directly to the development and construction of training 
aids and services. For example, of the $34,000,000 requested for fiscal year 1953, 
about $15,000,000, or 44 percent is desired specifically for training equipment 
development; of the $26,000,000 assigned during fiscal year 1952, about $12,000,- 
000, or 46 percent, was for the same purpose; and of the $18,000,000 for fiscal 
year 1951, approximately $8,000,000, or 45 percent, was devoted to development 
of training equipment. These funds are expended chiefly through the military 
laboratories which specialize in research on the different aspects of man in relation 
to his military tasks. For example man-machine problems are studicd at Wright 
Field in Dayton, at the Special Devices Center in Sands Point, N. Y., at Fort 
Knox,. Ky., and at numerous other military installations. Man-job problems 
are studied at the Naval Electronics Laboratory in San Diego, at Pensacola, 
and at Lackland Air Force Base in Texas. Man-man problems are studied at 
Maxwell Field, Ala., McDill! Field, Fla., ete. 

With emphasis being given to weapons and weapons systems, progress in 
research on man and his capabilities to meet these requirements has lagged 
tremendously. Human resources research was almost nonexistent with respect 
to military problems prior to 1952. As aresult, it has not been possible to develop 
the data and knowledge required to parallel the progress achieved by physical 
sciences in military weapons and equipments. 

Since it appears that technological development may reach beyond the level of 
man’s current capabilities, it becomes extremely important to military operations 
to support research which will not only make clear what man’s capacities are for 
the complicated operation and maintenance of new weapons and equipments, but 
also how to achieve the most effective utilization of man in the military situation. 


MAN TO MACHINE RELATIONSHIP 


Research started during World War II and since continued in aviation psy- 
chology definitely led to improvements in military as well as civilian flying. With 
new kinds of aircraft in various stages of development, greater need exists for 
knowledge of man’s capacities in efficiently handling new equipment and weapons. 
For example, the five men who will be assigned to the B-52 will have to do the 
job now assigned to 15 men in the B—36, and yet fly af twice the speed. Naviga- 
tion and the delivery of bombs will be much more dependent upon new radar 
equipment, and many decisions and actions will have to be made in shorter time 
and at greater distances from the target than air-crew personnel are now required 
to make. They will have to be carefully selected, classified, and trained to do 
their jobs efficiently if their objectives are to be attained. In addition, they will 
have to work together as a well-coordinated team, assisting one another, not as 
five individuals who each operate independently. 

Similar kinds of studies will be required of people who will deal with atomic 
weapons, guided missiles, bacteriological and other new weapons in preparation 
for possible future warfare. Research leading to improved or new kinds of air- 
craft-instrument panels, and panel lighting, airplane lighting, runway lighting, 
and cockpit improvement and standardization, have not only helped to reduce 
airplane accidents due to pilot error, but have contributed to the engineering of 
military aircraft and have resulted in greater flying hours per man. 

Air-traffic control and communications relative to aircraft operations are special 
areas which are being emphasized in human-resources research. Contributions 
from research men have led and are leading to marked improvements in the 
communications procedures between planes, and between planes and the ground, 
so that it is possible to put many more planes in the air than has been the case in 
the past. Similarly, research now underway on new communications systems is 
evaluating how man can communicate effectively from a plane to other planes 
and ground control centers in spite of interferences of enemy countermeasures, 
noise, and the complications of other communications. 

Experience shows that some of our new tanks have been designed without 
adequate reference to the human operators of these tanks. When research results 
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are used to delineate the minimum specifications needed, the new design can 
undoubtedly be a better weapon. 

All of the new submarines are having control rooms and control-room lighting 
designed in accordance with the results of completed human-resources-research 
results, showing that fewer men are needed for certain kinds of control operations 
and that it is possible to improve the efficiency of the operators by using better 
control levers and improved dials. 


MAN TO JOB RELATIONSHIP 


The current laws effecting the induction of men into the Armed Forces limits 
their term of service to 24 months. Because of age limitations and the scarcity 
of physically and mentally qualified men available each year to replace discharged 
servicemen, it will not be possible to continue to maintain a 3.5 million armed force 
unless the age limits or length of service period be changed. 

Under these conditions it becomes necessary to devote a great deal of effort to 
make thorough analyses of military jobs so that they can be properly classified. 
To do this effectively, the analysis must include qa complete inventory of skills 
required to perform these jobs at the proper level of performance. At the same 
time, scientific research is underway to learn more about the capacities of man, the 
skills of man, and the best possible ways of using these skills in terms of the specific 
military jobs. It is essential to know the capabilities and characteristics of the 
men entering the armed services in order to develop procedures to classify and 
assign them properly to the kind of jobs which they can do or which they ean be 
trained todo. Much of what thev are asked to do in military life is quite different 
from what they have done in civilian life. 

For instance, one of the job areas where there is difficulty in the military deals 
with the various kinds of electronic equipment associated with radio, radar, sonar, 
fire control, and air defense. ‘These jobs are calling for great increases in the 
numbers of well-trained men. We have learned through research that when the 
details of each job are fully analyzed and the capabilities of the people are known, 
training in these areas can be reduced from 40 to 44 weeks at the end of World 
War II to the 33 to 36 weeks now given. In addition, the new methods used to 
train these men as a result of training reseatch are producing qualitatively better 
people than those trained during World War II. The military are concerned with 
shortening lengthy and expensive training programs for men who remain in the 
Armed Forces for a total of only 2 years. It has also been possible to choose 
better men for this kind of training by continually improving the selection and 
classification tests, which are now much better able to assess the aptitudes of 
recruits and thus do better than was feasible 5 and 8 years ago. 

Similar kinds of research have been found to prove beneficial in aviation training. 
Newer types of classification tests, developed through human resources research, 
are selecting better qualified people for aircrew training with the result that thev 
are more competent flyers, navigators, and engineers when they complete their 
training. 

MAN-TO-MAN RELATIONSHIP 


This is an area where industry is supporting a great deal of research on labor 
relations and human relations in order to improve industrial production. In the 
military, man-to-man relations have become very important. whether one is 
dealing with friend or foe. It is becoming much more important to learn how 
man gets along with other men, whether for purposes of training teams in the 
use of new weapons or in their effective use of a bigh-speed plane where all must 
work together with high precision. It is also being learned that much of what 
has been believed true about leadersbip is not as important in some situations as 
other ideas of leadership that are coming out of research studies being undertaken 
in the combat situation. Industry has been similarly studying the relations 
between foremen and workers to understand better the problems affecting 
production. 

We have only recently begun to undertake research needed for psychological 
warfare in preparation for wartime use. Some of this has been effective, as has 
been evidenced by the fact that 15 percent of the prisoners in Korea have come 
over during battle as a result of the psychological warfare being used by American 
forces. Some of it has not been effective because we do not know enough about 
the characteristics of the Chinese and North Koreans to know how to influence 
more of them to surrender. We are too ignorant of the languages, customs, and 
day-to-day living of enemy or potential enemy soldiers to know just the kinds of 
information that will influence them to lay down their arms. In order to develop 
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an these methods and the information we need in these fields, research and compila- 
| tions of data are necessary over large areas of the globe. It is also highly impor- 
ing tant that we influence populations behind the lines through psychological warfare 
‘eh _ because these groups can have great influence on the effectiveness of soldiers in 
ons the front lines. 
ter CONCLUSION 
Human-resources research in the military departments is geared to study and 
improve the ways in which men can be selected, trained, and utilized most 
‘ effectively in the use of military weapons and techniques. New kinds of weapons 
its _ and potentially new kinds of warfare demand that man know how to use military 
ity machines and know how to do military jobs effectively. This Nation and its 
ed allies are outnumbered by a potential enemy. The better we know how to make 
rce our manpower an effective military weapon, the better our future as a nation. 
Human-resources research is a most useful scientific approach to achieve this 
to objective. 
“3 BOARD MEMBERSHIP 
me y ° 
i Mr. WiaGieswortu. | want to ask Mr. Whitman another ques- 
ific ' tion. You told us, as I understood it yesterday, that the actual 
ue _ Research and Development Board is composed of one civilian member 
he and six representatives from United States military; is that correct, 
snt | one civilian and one military member from each of the armed services? 
Mr. Wuirman. The actual statutory Board is composed of four 
als  — civilians, including myself, and three military. 
«CU Mr. WiccGieswortH. That is the Board that makes the actual 
the | decisions after everything has been presented? 
wn, Mr. Wuirman. Yes. 
rid 
Pa RESPONSIBILITIES OF BOARD MEMBERS 
er 
can Mr. Wiccieswortn. Are the three military men responsible to 
one their respective Chiefs of Staff, or are they working for the Board? 
ind Mr. Wuirman. That is the case. 
of Mr. WicG.ieswortH. They are responsible to their respective 
er Chiefs of Staff? 
oh, Mr. Wuirman. They have regular responsibilities within their 
1ev departments as the heads of research and development in each depart- 
eir ment. When they come to the Research and Development Board, 
theoretically, they put on another hat as members of the Research 
and Development Board. 
bor 
we RESPONSIBILITIES OF STAFF 
» is 
LOW y : ’ 
the Mr. WicGLeswortu. To what extent is the Board’s staff answer- 
ust able to the Board and to what extent to the three services? 
hat ff Mr. Wuirtman. The full-time staff is responsible to me as Chair- 
ae man of the Board, and that includes the 60 full-time military people. 
Sst In other words, I write their efficiency reports. They are detailed 
ing from the services to duty with the Board and there is no question as 
Ei to where their responsibility lies during their service with the Board. 
ica 
has 
— - Asiuity or Boarp To Make Own InpePENDENT DEcIsion 
can z ; ‘ . 
out Mr. WicGLEeswortu. As a practical matter, is your Board in a 
nee position to listen to the case as presented by each of the three branches 
— of the armed services and to make its own independent decision as to 
lop what shall go to each service, or does it come down to sitting around 
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a table and working out a compromise as between the initial views of 
the three services? 

Mr. Wurrman. I would say we have the integrity to present our 
recommendations as a Board to the Secretary of Defense. Now that 
depends, of course, upon the confidence, or lack of confidence, of the 
Secretary of Defense in the Board. 

Mr. Lovett has made it quite clear that he expects the Research 
and Development Board, and the chairman of the Research and 
Development Board, to take the responsibility. Actually, in our 
voting within the Board the Chairman’s opinion carries unless opposed 
by all six of the others. 

Mr. WiaeLeswortu. Have you in fact materially altered the 
requests of the several branches of the Armed Services, or has it 
usually come down as a matter of history of giving each service 
approximately what it wants? 

Mr. Wuitman. We certainly have not given each service approxi- 
mately what it wants or asks for. It is of course true, when one is 
trying to decide what to recommend for the budget, that the advice 
and opinions of the services are a very important factor in an appraisal 
of what is needed. 

Mr. Wiaeteswortn. Is the determination of an over-all budget 
for a given activity an independent determination by the Board and 
an independent staff, or is it a summation of the requests, or a com- 
promise of the requests by the three services? 

Mr. Wuirman. It is an independent opinion of the Board, on which 
Board is the Chairman and the six representatives of the services. 
I think it frank to say no one service is entirely happy about the 
decision that is reached at the time. 

Mr. Wiaeieswortu. The six are all from the services; three being 
civilian and three being military? 

Mr. Wuirman. That is correct. 

Mr. WicGLteswortu. And so you, as Chairman, are the only one 
who is, strictly speaking, divorced from all three services? 

Mr. Wuirman. Correct. I would not want you to gather the 
implication, though, that each service is unable to look at the problem 
in an over-all fashion. When the seven of us get together it is 
perfectly obvious we thresh back and forth the total budget and the 
distribution of the budget, and I would not want you to think that the 
Chairman is the only one trying to be fair and unbiased. Other 
members of the Board are trying to look at it in an over-all light as well. 

Mr. WiaGLeswortu. I realize that, but I also realize that human 
nature is human nature, and I am trying to get the practical picture. 

Mr. Wuirman. Yes. 

Mr. Wiae.eswortH. When it comes to determining the matter of 
policy as to how much money shall go into the largest bomber planes 
and how much shall go into the less expensive fighter planes, is that 
the kind of decision that the Board makes? 

Mr. Wuirman. In terms of prototype development; yes. But we 
have nothing to say about the subsequent program of actual procure- 
ment of planes for the services. 

Mr. WicGiesworru. That is wholly up to the individual services? 

Mr. Wuirman. Well, it is up to the individual services under the 
Joint Chiefs of Staff, and with the Secretary of Defense very inti- 
mately involved in it, but not the Research and Development Board. 
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RELATIONSHIP WITH THE ATOMIC ENERGY COMMISSION 


Mr. WieeirswortH. Do you have anything to say as to how much 
money and how many activities the Atomic Energy Commission, as 
distinet from your set-up, shall be authorized to have at any time? 

Mr. Wurman. No, sir. 

Mr. WiaGieswortH. You do not pass on the wisdom of the activ- 
ties that they may determine to be desirable to go into? 

Mr. Wuirman. No, sir; not as Chairman of the Research and 
Development Board. I think that 1 mentioned earlier in my testi- 
mony that before I took this position I was a member of the General 
Advisory Committee to the Atomic Energy Commission. [ still am, 
but that is in an entirely different capacity. 

Mr. Wice._eswortH. But your function in coordimating the re- 
search and development program extends only to the point you have 
indicated as between the three armed services, and does not in any 
way include the program of the Atomic Energy Commission or the 
NACA. 

Mr. Wuirman. That is correct. As Chairman of the Research and 
Development Board, however, I sit for the Department of Defense as 
one of the committee of the National Advisory Committee for 
Aeronautics. 

Mr. WiacieswortH. That is all, Mr. Chairman. 


REDUCTION OF PROJECTS SUBMITTED FOR BOARD'S APPROVAL 


Mr. Scrivner. Of course, this is your first appearance before this 
committee and I, for one, have not as yet had enough opportunity to 
be able to pass judgment upon you as the Chairman of the Board. 
But I am just wondering, How much ability do you have to have to 
say ‘‘No’’? 

Mr. Wuirman. That is a rough question. 

Mr. Scrivner. I know it isa rough question, but | think it is a very 
important one because, as I understand it, part of the problem of this 
Board is to look over some of these programs and if some of them do 
not look as though they are jelling as they should, or perhaps are com- 
pletely off base, somebody has got to say “No”. And Ll understood that 
that was your job and that is why I asked the question, How much 
ability do you have to say ‘‘No’’? 

Mr. Wuirman. It is a rough question for me to answer. | think 
I do have the ability; but I do not think a man is able—— 

Mr. Scrivner. How many times have you said ‘‘No”’ to proposals 
coming to you for funds for research and development? 

Mr. Wurman. So far, during the past 4 or 5 months, we have been 
operating on requests for emergency funds by the various depart- 
ments. I would say that we have approved perhaps a little over half 
of the requests which have come up. 

Mr. Scrivner. How many projects that have gotten under way 
have you looked at and then said, ‘“This is not vetting the results to 
justify continued expenditure of money and therefore we will cut it 
off right here’’? 

Mr. Wuirman. That is the job ahead this nexi spring, when we 
have to approve or disapprove the proposed obligations of funds for 
fiscal 1953. 
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Mr. Scrivner. We have billions that have been appropriated in 
past years and there must be hundreds of millions that are in the pro- 
eess of being spent; and all of those projects I am quite sure cannot be 
justified by facts or results. Surely part of your job is to review some 
of those programs and make a decision as to whether they should be 
continued or be cut off. 

Mr. Wuirman. Yes, sir. 

Mr. Scrivner. How many of those have you cut off? 

Mr. Wuirman. As I say, that review is right ahead of us in the 
months to come. 

Mr. Scrivner. We will have to wait a while? 

Mr. Wuirman. To see how well I can say “No.” 

Mr. Scrivner. The reason I ask that is because this committee has 
been rather liberal so far as research and development is concerned. 
I cannot escape the conclusion, knowing how liberal we have been, 
that the services perhaps have taken advantage of us. The result is, 
I feel quite sure, that they have made many requests for research and 
development funds feeling that the committee is strong for it and 
there is no doubt that we will grant their requests. 

In other words, we have got to have somebody who acts as a buffer 
between the enthusiasm and the exuberance of the services as to all 
of these programs. When one of them gets hold of a program, that 
is the program. I have seen that every place we have gone, whether 
it has to do with photography or human resources or ordnance, or 
what not. “This is the thing; this is the most important program.”’ 
They are enthusiastic and if they were not enthusiastic, they would 
not do a good job. But somebody has got to act as brakeman, to 
put on the brakes, and get down to the real facts. And I thought 
that was the province of your Board. I had hoped it would be. 

Mr. Wuirman. Sir, I think it is. 

Mr. Scrivner. But the figures in this presentation do not indicate 
that because, with the exception of two or three, every one of them 
is up and up and up and up. It does not seem logical. Some place, 
somewhere, we ought to get some end results and see some of these 
programs fading into the background. But they never seem to do 
that. 

Of course, you are in a difficult position, I realize that. You are 
comparatively new at the game and, as you say, you have about 60 
men under you, and it is your responsibility to make out their effi- 
ciency reports. Once again, knowing human nature as human 
nature, I cannot heip but wonder, if you are going to make out their 
efficiency reports, how many times they are going to say to you, 
‘“‘Boss, this is off base,’”’ with reference to some proposal. 

Mr. Wuirman. The 60, by the way, are 60 military. We have 
quite a number of civilians helping us also. 

Mr. Scrivner. I realize that. I am talking about the 60 for 
whose efficiency reports you have responsibility. 

Mr. Wuitman. You are certainly talking right down the line of a 
major problem, which I recognize as such, and I feel pretty sober 
about it. 

Mr. Scrivner. Research and Development is getting into very 
big money. There is about $1.5 billion at stake here. 

fr. WHitman. Yes, sir. 
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EXPENDITURES IN FUTURE YEARS 


Mr. Scrivner. That is $15,000 million. In any one of these 
projects, if you look it over and take a cold, realistic view of it from 
your experience and background, even if you knock off a program 
that involves only $2 million, that is a considerable sum of money 
and will buy a considerable number of E bonds. 

I am backing my hopes on you. You have a job to do and I hope 
when you come back a year from now, if I am here, you are going to 
justify my first preliminary judgment of you by coming in and saying, 
“Here is what we did. We looked over this program and it did not 
measure up to the dollars we were expending on it, and we cut it off; 
and here are some more of them.”’ So that you will be able to give 
us a report of considerable savings. 

Mr. Wurman. I guess we will just have to wait and see whether 
I can do that. 

Mr. Scrivner. Very well. 


SIZE OF FUTURE R & D PROGRAMS 


Mr. Davis. Doctor, what do you foresee in the way of the expendi- 
ture of money in this program in the immediate future? Acc ording 
to the table you have shown us, the trend is up. Is that going to 
be the course in the immediate future, or what can you tell us about 
that? 

Mr. Wuirman. You mean, talking about the fiscal year 1954 and 
1955? 

Mr. Davis. Yes. 

Mr. Wuirman. | will be quite honest with you. I believe that 
fiscal year 1954 is going to have to be higher than fiscal 1953, as we 
get more into the hardware stage. As we have to reappraise our ideas 
about Strategic Air and other things, for example, very possibly the 
prototypes on missiles and aircraft are going to represent increasing 
expenditures. I would like to be able to say that I think it is going 
to flatten or even diminish. It may well be that it can flatten to a 
level. But research and development are really the future strength 


of our forces; that is a matter that we cannot afford to skimp on. 


The thing that is limiting us right now is, frankly, the ability to do 
sound, effective work in the field. That is why if somebody asks me, 
“How about twice as much money?” I say ‘‘No, I think it would be 
unsound. I do not think we could use twice as much money effec- 
tively.” 

BOARD'S REVIEW OF 1935 BUDGET 


Mr. Davis. How much of an opportunity do you get personally 
to take a look at this budget before it is hardened and brought up 
here for this subcommittee? 

Mr. Wuitrman. I had a considerable chance to look at it, with this 
reservation, that the services in the fall of 1951 cannot go down into 
the details of exactly the specific things which they are going to want 
such and such an amount of money for starting July, 1952. So that 
their figures as prepared in October of 1951 necessarily have to be on a 
rather broad basis and one does not have an opportunity to study 
every detail of that program. 
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We have recognized that our opportunity for detailed study and 
decision comes in the spring when the proposed obligations of funds 
go out. That is where we have got to try to be just as competent 
and as honestas possible and to beable tosay ‘‘No,’’ if we can and should, 
to the proposals of the services. 

But you must also realize this, that when you are talking of a plane 
which may not be available until 1958, you'are talking sbonil a pro- 
totype to be started right now, and there is not a clear-cut answer as 
to whether this is exactly the thing we know we are going to need 
There is, willy-nilly, an uncertainty in research and development 
work. It is inherent in research and development that some of the 
things you do are going to prove to be unsuccessful. That is part of 
the business. 

Mr. Davis. A few minutes ago you used the phrase, “‘the distribution 
of a total budget.’’ Practically speaking, does that mean that the 
armed services as such submitted a total figure to you and said, “This 
is it,’’ and then you are to go ahead and divide it up? 

Mr. Wurrman. No. Each of the services came in with their initial 
views as to how much money their service needed. What we sub- 
mitted to the Secretary of Defense was less money than the services 
had requested. It was not by any means merely a flat 10-percent 
cut or a 20-percent cut for each service. It was an attempt to tailor 
the requests, in our best judgment and the judgment of our internal 
policy group first and then of the Board itself, to what constituted 
the best balance of research and development funds within the total 
program, considering both the probable availability of funds and the 
talent available for carrying on effective work, as well as the demands 
in the various fields. 

Mr. Manon. If you will pardon me for interrupting, if you have 
« rather large budget and if you anticipate heavy construction in the 
future, generally speaking, your funds for research and development 
will be high. If you are going to reduce military programs and your 
research and development is related to your anticipated program, 
your research and development funds could be much less; if you are 
going to do your program over a long period of time, you can do it 
in smaller bites for less money. 

Mr. Wuirman. If one can spread it over a longer period of_ time. 
On the other hand, the time lag, or the lead time between a research 
and development idea and its availability in the service, is quite long 
as we all know. My concept of a reasonable research and develop- 
ment budget over the years is that while I would say I am afraid it is 
going to go up a little bit, I do not think it should be thought of as any 
fixed percentage of the total military budget. It is something that 
has to be maintained steadily. Lf, for example, the military budget 
total went away up because of large procurement funds, that is no 
reason why research and development should, percentagewise, go up 
at the same time. The steadying of research and development is most 
important. 


BREAKDOWN BY DEPARTMENTS AND AGENCIES 


Mr. Taser. Can you have prepared and submit to the clerk of the 
committee as soon as possible a breakdown of each of the items that 
are referred to on this statement that you have given us, by depart- 
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ments and agencies, so that we might be able to divide them up in the 
consideration of this bill? If we do not have that, this table is not 
worth anything to us. 
Mir. Wuirman. I think we can do that and we will be glad to do it. 
(The information requested follows:) 


{In millions of dollars] 


Direct Indirect Total 


Department of the Army -. , 450 
Department of the Navy_--. | 480 
Department of the Air Force___- d 525 
Emergency fund 60 


Total ' ; ; ee 1, 515 


Amounts for research and development direct cost by appropriations for the 
Department of the Navy 


| | A part of 
sical I ie +e | indirect costs; Amountin | Page No. in 
Appropriation | Direct costs included with/printed tables) the budget 
| direct costs | 


| 
| 


A 


Military personnel 

Marine Corps troops and facilities. 
Aireraft and facilities__. : 
Ships and facilities. 

Ordnance and facilities__- 

Medical care. ____-- 

Civil engineering_- 

Research. : 
Service-wide supply and finance 


Total 
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The variation in the figures between direct costs and the line item amounts 
shown for the Bureau of Ships and the Bureau of Medicine and Surgery result from 
nonuniform definitions between what constitutes direct program cost and the total 
amounts included in the budget line items in these two instances. 

It is believed that the above will relate the information which appears in the 
printed budget, that which appears in the table dated January 23, 1952, I presented 
to the committee, and that which appears in a paper produced by the Bureau of 
the Budget dated January 18, 1952. 


EFFECT OF REDUCING SUBSTANTIALLY RESEARCH AND DEVELOPMENT 
FUNDS 


Mr. Manon. Doctor, I would like to ask you this question. There 
is a very definite trend in thinking to the effect that we are spending 
too much money under the name of research and development. Re- 
search and development is a very popular description of a worth-while 
effort on the part of the Government, but a lot of people feel that 
money is being wasted in the name of research and development. I 
should like to have your considered judgment as to the probable 
impact on the military program of halving the funds requested. 
What would happen if we cut off $1 billion? I just want some general 
comments. I am not looking for self-serving declarations, but just a 
frank statement from you. 

Mr. Wuirman. I truly believe that our future military strength is 
dependent upon the intelligence and vigor of our efforts to develop 
new and better weapons and techniques today. Such efforts must be 








230 


sustained, and they must be enhanced in critical areas. Failure to 
provide the support which we now propose would, in my considered 
judgment, gravely compromise the ability of our forces to resist. 
aggression in the years ahead. 

A drastic cut in the order of three-quarters to a billion dollars would 
reduce the research and development program approximately to its 
fiscal 1950 dollar level, that is, pre-Korea. In that year funds devoted 
to research and development projects in the whole Department of 
Defense totaled $515 million. 

In the last year and a half we have gained experience about our own 
weapons in the field and new information regarding the capability 
of enemy weapons, and we have initiated new projects to overcome 
deficiencies, to exploit new methods in warfare and to counter weapons 
which the enemy has introduced. This is the underlying reason for the 
increase in the research and development program since the Korean 
war started. 

If the funds requested were so markedly reduced, many important 
and promising projects on which a great amount of effort has already 
been expended would be stopped or greatly delayed and we would not 
be able to assure the technical superiority in weapons and techniques 
which we must have to offset the great numerical superiority of the 
Russians. 

Mr. Sixes. If there are no further questions, we thank you very 
much for your presentation, Doctor. It has been very helpful, very 
interesting and very instructive. 

Mr. Wuirman. Sir, I would not like to be thought of as a salesman 


on this matter. My heart is right in it. I am pretty sober about it, 
too. 


Monpbay, JANUARY 28, 1952. 
MUNITIONS BOARD 
WITNESSES 


JOHN D. SMALL, CHAIRMAN OF THE MUNITIONS BOARD 
DONALD E. KIDSTON, CHIEF, OFFICE OF ADMINISTRATIVE MANAGE- 
MENT, MUNITIONS BOARD 


Mr. Manon. The committee will come to order. We are pleased to 
have you before us today, Mr. Small. We will be glad to have your 
statement at this time. 

Mr. Smauti. Thank you, Mr. Chairman. With your permission, I 
will read the statement. 


GENERAL STATEMENT 


The policies which were taken into account in the development of 
the Department of Defense budget request for the fiscal year 1953 
have been explained for the committee in the past few days in the 
statements of the Secretary of Defense and the testimony of the 
Assistant Secretary of Defense, the Comptroller. They have given 
you the statistical estimates, in the fiscal terms of requested obliga- 
tional authority and expenditures, delineating the size and shape of 
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the contemplated military program that is thought to be the wisest 
program under the alternative we face. 

It is obvious that should the magnitude of shooting warfare in- 
crease, Whether it becomes all-out or not, the military program would 
also have to increase. It is equally obvious that, should those who 
would ignore the cold facts of national security prevail in their con- 
tentions, some reduction in military programs might result. To that 
possibility I say, with all the sincerity at my command, God forbid. 

Here let me say that the policy of limited mobilization adopted a 
year ago, in December 1950, when the President proclaimed a national 
emergency, was in my opinion fundamentally sound and, in my 
opinion, remains today fundamentally sound. 

Simply stated, that policy of limited mobilization meant that our 
country would create a bare minimum of military strength; and, in so 
doing, would phase the short lead-time items with the long lead-time 
items so as to spread out, and minimize, the impact on the civilian 
economy ; would not buy far in advance of needs; would not build up 
mountains of munitions which in many instances would rapidly be- 
come obsolete. Such a policy of limited mobilization involved a caleu- 
lated risk, and today still involves a calculated risk. 

Today there are those who say that this calculated risk is still too 
great a gamble and that we should move forward faster in the creation 
of military strength. Others say that we are moving too fast; that 
they do not think there is really much danger; that we should take 
even greater risks and slow down our preparedness efforts. 

In my opinion, both are rather extreme positions; and, as is usually 
the case, the proper course is probably somewhere in between. I be- 
lieve that we are now pursuing such a middle course and that we 
should continue on the course of limited mobilization as now charted. 

The Secretary, in reviewing for the committee the considerations 
underlying the 1953 budget request, indicated that it contemplates 
scheduling toward lower peak rates of production, to be sustained 
longer, than the earlier schedules. But he warned against any re- 
lieved sighs that now the production job will be easy. It will not be 
easy. We have certainly encountered many problems. You have 
heard of many of them. We have found ways of meeting these prob- 
lems, or of so taking their measure that valid plans can be made in the 
light of them. We are now organized to accomplish this program. 


PRODUCTION ACHIEVEMENTS 


Actually production achievements have been remarkable in the 
initial phase of this peculiar semimobilization undertaking. Over all, 
the dollar value rate of deliveries of military hard goods, soft goods, 
and construction shows a fivefold increase since Korea. Naturally, 
for some items the increase has been greater; and less rapid for the 
longer lead-time programs. Some items, such as the superbazooka, 
have already reached or passed their required peaks of production. 
This is not supposed to be nor permitted to be the case for very many 
items, as the whole program is phased so as to avoid unwarranted 
production peaks, em might be unnecessarily unsettling to in- 
dustry. ‘Thousands of items have been either right on schedule, or a 
little ahead of it, for months. 
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Among the more important items that are up to or within 10 percent 
of schedule are the B36 Consolidated bomber, with six radial and four 
jet engines; the Grumman AF Guardian attack bomber, which is the 
largest single-engine airplane in production; the Northrop F-89 Scor- 
pion fighter, with two jet engines; the McDonnell F-2-H Banshee 
two-jet-engine fighter ; the Boeing KC-—97, which is the tanker version 
of the Stratocruiser, with four radial engines; the Fairchild C—119 
Packet transport, with two radial engines; the North American T-28 
radial engine trainer; the Lockheed T-33, jet trainer version of the 
F-80 Shooting Star; the Carporal and Sparrow guided missiles; the 
2%%-ton six-wheel-drive truck; all types of .30-caliber rifle and ma- 
chine-gun cartridges; the important T-33 fire-eontrol system, which 
is used with several guns; the 20-millimeter cartridges, which consti- 
tute a rather large and important program; the 76-millimeter high- 
explosive cartridge for light-tank gun; the 81-millimeter mortar shell ; 
the APA-—44 airborne radar used for bombing and navigating; the 
APG-30 airborne fire-control radar; the APQ-35 airborne counter- 
measure radar; the APS-—31 airborne search and navigation radar; 
and the URC- sea-rescue liferaft radio. 


AMMUNITION PROGRAM 


Results obtained thus far in the ammunition program have been 
satisfactory, considering that the magnitude of the program meant 
reopening and reequipping entire plants and recruiting and training 
personnel to man them. The most vitally needed types of small-arms 
ammunition, caliber .30 cartridges for rifles and machine guns, are 
meeting schedules 100 percent. Caliber .50 and 20-millimeter ammu- 
nition production schedules, by agreement with the using services, are 
now being adjusted to level off production peaks somewhat and to 
ease the demand for brass products, which are in tight supply. Pro- 
duction to meet the revised schedules of both caliber .50 and 20-mill- 
meter ammunition should shortly be attained. 

Most of the artillery ammunition needs thus far have been met from 
World War II stocks of complete rounds and from similar stocks of 
components which have been and are being assembled and loaded. 
New production is just getting under way. It is planned that produc- 
tion will equal or exceed expected consumption rates. 

(Discussion off the record.) 

The dates I have just given are firm. We believe that this is achiev- 
able if the priority actions under way give us the results we want. 
They are not overly optimistic, in other words. 


SHIPS PROGRAM 


The ships program is generally on schedule. Some of the 12 car- 
riers now funded for conversion will be completed as much as 5 months 
ahead of initial completion estimates. Some of the 15 LST’s now in 
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production will be completed 9 months ahead of initial schedule, and 
that portion of the LST project which was financed. by fiscal year 
1952 funds will be scuba approximately 8 months ahead of 
schedule. 

This performance has been made possible only by the closest con- 
trol and initiative on the part of all levels within the Department of 
Defense, and the cooperation of civilian control agencies. It has 
involved careful scheduling of steel-mill production, actions in sub- 
stitution of critical materials, and rescheduling of critical component 
deliveries. 

A measure of production performance in the combatant ship cate- 
gory is shown by the present information that the program, initially 
estimated to require over 5,000 shipyard-production-months, has only 
had about 50 shipyard-production-months added, due to all causes of 
delay, of which there are many. 

These achievements in the ship program have gone on amidst var- 
ious experiments in conserving critical materials. I will point oui 
some examples: 

(a2) Main propulsion condenser weights were virtually cut in half 
by making certain design performance changes. On one large carrie! 
alone, this action will result in saving approximately 350,000 pounds 
of copper and nickel. 

(6) Low-nickel-content alloy was substituted for 70 percent copper. 
30 percent nickel alloy in many heat-exchanger parts. 

(c) Aluminum bronze was substituted for copper-nickel alloys in 
some other heat-exchanger parts. 

(d) Steel was substituted for copper piping in the LST construction 
program. This has been done, although at recognized loss in dura. 
bility of piping. 

(e) Aluminum has been substituted for stainless steel in some mine- 
sweeper engines. Full ultimate potential savings cannot be realized 
here, because the aluminum engine, though it offers great promise, has 
not been sufficiently proved and also because the immediate demand 
for minesweeper engines exceeds production capability for the alum. 
inum engine. 

(f) On an experimental basis, plastic has been substituted for cop- 
per piping. Should experimental installations now being made prove 
successful, savings in copper in future programs wil! be really signif- 
icant. 

I might add that what I have just said here about the Navy applies 
to the other services. I have detailed information on the Army 
which has done extraordinarly well with conservation substitutions, 
and I have detailed data on the Air Force. I can give you the details 
if you desire. 


. 


TANK PROGRAM 


It is no secret that the tank program ran into trouble, but even 
here a full understanding of the facts and alternatives reveals the 
wisdom of the course pursued. 

As for the light tank, the shortage of small castings has been 
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overcome; all known design changes are being installed this month; 
and we believe it will be on schedule in the future, reaching its level- 
ing-off rate by about midyear. 

While acceptances of the medium tank have been low, actual pro- 
duction has progressed steadily. With this one, the Army chose 
to take a gamble, but the gamble is paying off. The M-47 is not a 
completely new post-World War II design. In order to go ahead and 
use the new high-velocity “power package” 90-mm gun, it was decided 
to mount the newly designed turret on the chassis of the combat- 
proven General Pershing tank. This was a calculated risk on com- 
pressing the normal development and testing period into the mass- 
production period. As anticipated, there were several difficulties in 
the tank, mostly in the turret assembly. But these are being corrected 
and much time will still have been saved by the gamble. And, in case 
of an all-out emergency, these tanks could be used and are far superior 
to the World War II tanks even though they do not meet the high 
specifications desired. 


BROADENING OF INDUSTRIAL BASE 


After replacements for weapons being used in combat are provided, 
the next most urgent problem is the broadening of the industrial base 
for new and improved types not previously produced in quantity. 
Here, too, where problems are encountered, ways are found to sur- 
mount them. Special directive assistance has been required for weap- 
ons including carbon steel, cold-finished bar steel, hot-rolled bar steel, 
tubing, bronze bar, copper and bronze, aluminum forgings, aluminum 
bronze bar, and nickel inconel. 

Because of defective commercially produced slide castings, of a 
complicated design for one type of weapon, Navy has taken patterns 
to make some of them in a Navy foundry in order to get the weapon 
out on time. 

A strike at a subcontractor delayed an important electronic equipped 
weapon to the point where a whole quarter’s production was lost. but 
that strike was settled (in late October). 

Field wire was in short supply at the time of the Korean outbreak, 
with only two manufacturers in actual production, delivering 3,700 
miles a month. Seven more companies had educational contracts. 
Now there are 22 companies working on it, and they turned out 783,000 
miles of field wire in December. This is an increase of 210 times 
since Korea. To achieve this, problems of inadequate capacity, short- 
ages of wire machinery and test equipment, and problems of defective 
nylon covering, all had to be and have been surmounted. 


MACHINE TOOLS" 


While machine tool shipments are now picking Wp well over the low 
postwar levels, and are currently running at about the rate of $800 


million per year, there is still a backlog of almost 2 years at current 
shipment rates. More companies are now producing machine tools, 
and parts for them. Numerous steps have been taken to expedite 
their production. A most important corrective action was the price 
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adjustment to permit the encouragement of overtime work by the 
very limited group of highly specialized machine tool craftsmen. 
Another expediting measure has been the granting to machine tool 
producers of priorities on materials equal to the military program 
priorities. 

We have also withdrawn over 70,000 machine tools and other major 
pieces of industrial equipment out of the departmental and national 
industrial equipment reserves, and put them to work. We have also 
set up a central inventory of machine tools to facilitate the search 
for available tools for military contractors. 

Critical materials have become the over-all most controlling factor 
in the shaping of the military program in relation to the defense 
supporting programs and the civilian economy. Most of the difficul- 
ties have now been ironed out of the operation of the CMP (controlled 
materials plan) for steel, copper, and aluminum, and that is another 
notable achievement in our arrangements for accomplishing the de- 
fense program. Incidentally, the adding up of all the requirements 
for each of these dominant materials, by item, by military claimant 
program, by shape and form of material, and then their careful 
screening and reexamination, first by the Munitions Board, then joint- 
ly by the Board and the Defense Production Administration, every 
quarter, and for several quarters in advance, constitutes, in effect a 
feasibility test of the military program. And it is combed over in 
much greater detail than most nonmilitary claimant programs pos- 
sibly could be. The military program is rigorously tested. It is 
assuredly feasible. 

But, of course, the feasibility depends upon how much pressure it 
is desired shall be put upon the civilian economy. It could be feasible 
or infeasible, depending on how much pressure it is felt the economy 
can stand at this juncture of semimobilization. 

I have given a number of examples of production problems and I 
have explained our various but determined ways of surmounting them. 
Some of our revised schedules, when we get them adjusted for the 
longer term production programs, and consonant with the requested 
1953 funds, will be lower than our earlier plans, but it will still require 
a formidable production planning and expediting job to achieve them. 
We will be very busy at it all spring and summer. 


STRATEGIC MATERIAL REQUIREMENTS 


I might interpolate there. Spreading the armament program over 
a longer period will, of course, reduce the peak levels of production 
and materials consumption which have not yet been reached. We 
have been climbing toward them. The preliminary information that 
is emerging from the new schedules that are now being developed 
indicates that there may in fact be some reduction in CMP materials 
requirements in the April-May-June quarter of this year. On the 
basis of the information we now have, I could possibly venture to pre- 
dict that we may find the military requirements, product requirements, 
for carbon steel and for copper running along approximately on a 
plateau at or a little below the level of our current and second quarter 
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aflotments. It looks like carbon steel requirements may stay in the 
neighborhood of 2 million tons, about 10 percent of the total carbon 
steel ; copper, 300 million pounds per quarter, and that is not virgin 
copper but copper roducts, and in the case of alloys and stainless steel 
and aluminum, while we may find possible moderate decreases for a 
little while, there will be gradual increases, and that is true in the case 
of aluminum, at least, to a level above the second quarter allotment 
of 277 million pounds, though at peak it may not go much above 300 
million pounds. 

That is just a curbstone opinion. 

This is substantially less than we had previously forecast. Supply 
increases, for aluminum especially, should more than cover increases 
in the military take. In other words, any increase in the military 
program as contemplated in the 1953 budget, the increase in supply 
of steel and aluminum should more than cover any increase there may 
be in our program. 

It is too early to be at all precise, but it seems safe to generalize that 
this program can be accomplished without increasing the present 
impact, at least in terms of percent of supply. 


PRODUCTION SCHEDULES 


Substantial moves forward have been made in our procedures, both 
tor detailed study of the requirements underlying the quantities to be 
scheduled, and for appraising the production schedules themselves. 
Our detailed store of information as to plants, tools, and materials 
continues to improve. We are better off, I think, in knowledge and 
in knowing what we are doing than we were in late 1943 and early 
1944 in the last war. 

At the time when the limited mobilization objectives and general 
scope of the rearmament program were determined by the National 
Security Council in December 1950, the Department of Defense set 
up its system for review and establishment of official production 
schedules, to cover major items that represent a substantial propor- 
tion of the military procurement program. The system includes the 
screening of the derivation of the requirements of the using services; 
if now covers individual production schedules for 750 major end items, 
which represent a substantial portion of the value of all hard goods 
procurement, and which in general are the items that are most difficult 
to produce, or of primary military importance. The over-all pro- 
curement schedule, and production schedules for individual plants 
are reviewed by the Munitions Board for production feasibility, 
probable availability of materials, program balance, spreading of 
contracts to obtain a broad production base, and avoidance of un- 
necessary production peaks that might result in subsequent cut-backs 
and consequent loss of readiness of facilities or manpower. 

The Office of the Comptroller in the Office of the Secretary of 
Defense reviews and approves the schedules for budgetary and other 
fiscal considerations. 

Review of requirements is an essential part of the process in order 
that adjustments in schedules to assure program balance will take into 
account the urgency of demand. The detailed back-up schedules 
of the using agencies are reviewed as to assets, including acceptable 
substitutes, if any, in connection with the detailed composition of 
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gross requirements, including those for combat consumption, for 
initial equipment of forces, peacetime consumption rates and levels 
of supply required to maintain the forces, and war reserves, although, 
as you know, the concept of the current program calls for heavy de- 
pendence on the establishment of warm going production lines rather 
than attempting to accumulate reserves to full requirements for the 
first years of war. We are now undertaking detailed reexamination 
of schedules, by the Munitions Board and the Comptroller, of 750 
selected major items. This review is being pushed forward under 
all the time pressure that the situation will bear. 

We never in the last war—and I was in it, as most of you know— 
had anything like this. This is a firm, solid foundation, and we really 
know. We never did know last time all of the information as to what 
made up the program. We are attempting, and will continue to try 
to keep double talk and vague language out of it so that we will have 
a firm knowledge of what is going on. 

The Department of Defense, in cooperation with American indus- 
try and the civilian control agencies, knows how to accomplish, in our 
opinion, this well-conceived and carefully reviewed program for 
which funds have been requested. 


LEAD-TIME PROBLEMS 


In previous testimony the rates of obligation of previously appro- 
priated funds have also been mentioned and the fact that in a program 
of the character we are undertaking it is essential to finance with 
obligational authority some quite long lead-time programs. I think 
it may be illuminating to discuss some of the details of this lead-time 
problem, as it has a bearing on the requirement for the amount of 
obligational authority requested. This lead time is at least 6 months 
longer than it used to be. 

There are a variety of lead-time concepts, but for present purposes 
we should consider lead time as the whole period from the time when 
funds are made available by Congress (the point when the procure- 
ment process may be started), until actual acceptance of delivery of 
the required end items of military equipment. That segment of the 
time required for the actual physical manufacturing process varies, 
of course, according to the complexity and size of the item, and many 
other factors, but there are two other less apparent categories of 
factors that have lengthened the total lead time. One category adds 
to what may be called administrative lead time and the other arises 
from the requirements for operating a controlled-materials plan. 

The administrative lead time, or the time required to negotiate and 
finalize contracts, has grown much more complex than it might be 
under the urgency of all-out war. The procurement officers in the 
services have not only the usual paramount considerations of price, 
timeliness of delivery, and quality or ability of the contractor to meet 
specifications for the articles. Procurement officers are now required 
to consider quite a variety of other factors. Some of these considera- 
tions are required by statute, and unquestionably all of them are 

worthy, but they do inevitably complicate and delay the process of 
translating obligational authority into signed contracts with industry. 
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BROADENING OF PRODUCTION BASE 


For one thing, it is an important feature of our plan to try to so 
administer the Sicnsmeee iediion program that we will broaden the 
production base, that is, bring into being additional capacities that 
would be of vital importance in the event of war. This is our best 
form of insurance and means of buying time—some of the precious 
time that we know it takes to get up to mobilization rates of produc- 
tion if we get involved in a full-scale war. This involves the quest 
for alternative feasible opportunities to create new production lines, 
and this kind of planning takes time. 

Somewhat related to the broadening of the base is the effort to make 
maximum use of open existing capacity. Both of these considerations 
are also important in our efforts to minimize the concentration of 
prime contracts among the largest corporations and in support of the 
Government’s antimonopoly program. 

Here are some other considerations which the procurement officers 
are directed to weigh: 

1. See that small business gets a fair share of defense contracts. 

2. Schedule material procurement, particularly soft goods, on the 
basis of need (also an anti-inflationary measure). 

3. Favor firms receiving low allotments of controlled materials. 

4. Favor distressed labor areas. 

5. Maintain economic equity between geographical area and groups 
in the United States. : 

6. Encourage the dispersal of industry. 

7. Give effect to the industrial mobilization plans, particularly 
with reference to procurement sources, in order to assure availability 
of planned sources of supply. 

8. Enforce those standard provisions in procurement contracts 
which are based on public policies such as antidiscrimination in em- 
ployment and the various wage and hour and labor protective statu- 
tory provisions, 

ach of these subjects is worth much greater elaboration, but my 
point in mentioning them here is that they have added significantly 
to the job expected of the procurement officers, and to the average 
purely administrative time required to place contracts wisely. 

CMP is, on the whole, an even greater delaying factor. I consider 
one of our major accomplishments during the past year the success- 
ful launching of the controlled-materials plan, but its procedure has 
added perhaps on the average 3 to 5 months, to the time cycle from 
date of placement of prime contracts to the date of completion and 
acceptance of that preponderance of military items that are produced 
by our metalworking industries. 

I do not want any possible misunderstanding. I think that the 
CMP is the finest thing we possibly could have, and even though it 
has introduced a time factor, we would have chaos without it, under 
the condition of material shortage that we are now in. 

The prime contractor must not only get handed down to him the 
required portion of the military allotments of the steel, copper, and 
aluminum before orders can be placed on mill schedules, but he must 
also get his subcontracts finalized, so he can break down his allotments 
and get “tickets,” as we refer to them, into the hands of his whole 
structure of subcontractors, sub-subcontractors, and suppliers. This 
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phase probably takes, on the average, 2 or 3 months—perhaps longer 
for the largest complex items. After this structure is set up, all of 
them (all up and down the line) must hunt for places on the mill 
schedules for the particular shapes and forms and alloys of these con- 
trolled materials that the military products require. This second 
phase takes the best part of another quarter. The two phases have 
thus added up to 6 months to the whole time cycle from the date of 
finalization of contract to the time of delivery of metal that will per- 
mit the production process to begin. The remaining increment of the 
over-all lead time, that is, from time of mill delivery of materials to 
the complete fabrication and delivery of the items varies from about 3 
months for very fast, easy-to-make items, up to nearly 2 years for the 
largest and most complex of the newer aircraft models. 

These lead-time factors, collectively, explain why the planning 
process must begin much earlier, why the contracts must be let 
earlier, and why financing for longer periods in advance of delivery 
schedules is required than would otherwise be the case. I should 
note that this is considerably mitigated in the case of ships and, con- 
struction, by the recognition that they are long-term projects, and 
the practice of authorizing legislation for these large undertakings, 
followed by sufficient annual appropriations to keep them on schedule. 

Previous testimony has brought out the fact that the budget request 
includes $21,807 million in the major procurement and production 
budget category. In addition, a substantial part of the maintenance, 
repair, modification, and overhaul funds will also be for procurement 
from industry, for repair and spare parts and components, tools, 
handling equipment, and similar miscellaneous items. 

Including this type of procurement, we estimate that of the total 
of $52 billion of new obligational authority requested, approximately 
$33 billion will be for procurement of military equipment and supplies, 
and construction. Substantially all of the funds now available for 
obligation out of fiscal year 1952 and prior year appropriations will 
have been obligated by the end of fiscal year 1952, except for amounts 
necessarily reserved for subsequent engineering changes. 

Taking into account the advance planning that must be done by 
the military and its contractors, and the administrative and produc- 
tion-lead times involved in the procurement and fabrication of mili- 
tary supplies, the budget request represents the minimum amounts 
that must be placed under contract during the fiscal year 1953 in 
order to permit projection of firm production schedules which carry 
on the production program initiated with fiscal year 1952 and prior 
funds without arbitrary cut-backs in defense-production activity 
which would be costly in terms of industrial readiness as well as 
money. 


EXPENDITURES 


To equip and supply the armed services at the level of 3.7 million 
men, and to provide some strategic war reserves, expenditures for 
procurement of military equipment and supplies and construction 
must average about $3.5 billion per month throughout fiscal year 1953, 
including the military portion of foreign-aid programs, compared 
to a current rate of about $2 billion per month. To do this, the 
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Government and industry must be in’a position to proceed with 
definitive plans and contracts in the volume requested. 

Because of the long-lead factors that have been described, a large 
part of the fiscal year 1953 contracts of course would carry production 
and expenditures well beyond fiscal year 1953. We believe that about 
$50 billion of procurement and construction funds would be obligated 
but unexpended on June 30, 1953, in the form of an unfilled-order 
backlog that is necessary to keep production rolling and which will 
help keep industry prepared for quick expansion if necessary. 

With a strong endorsement of the fiscal 1953 budget request of the 
Department of Defense, I conclude my formal statement. 

Mr. Manon. Thank you very much, Mr. Small. 


Rote or trHr Munirions Boarp tx MopsmizaATion ProGRAM 


What credit is the Munitions Board due when we are on schedule on 
military production and what criticism is the Munitions due when 
we are behind schedule on military programs, Mr. Small ? 

Mr. Smauu. Well, I think you hit at the heart of it, Mr. Chairman— 
What credit would the Munitions Board be due if we were on sched- 
ule? What schedule are we on? Are we on one of these zigzags where 
we are up in the mountainous peaks and then down and then start- 
ing all over on a particular gadget, or does it make sense that we are 
on a level of sensible production sufficient for our needs without 
piling up mountains / 

The one sure way you have of doing this job of procurement, and 
doing it sensible and wisely and knowing that we are doing it, is 
through the tool of the Munitions Board which does review, which 
does check, which does point out discrepancies and gets them cor- 
rected, and so on. Therefore, if the military program is proceeding 
along a sound plan, along a sound pattern, some credit is due to the 
Munitions Board. 

The actual production of these items is the function of the military 
department and not of the Munitions Board. All that the Munition 
Board does, or is supposed to do, and all that I think it should do, in 
the management function within the Office of the Secretary of De- 
fense, is to make sound policy, and see that is carried out. 

The Munitions Board should make sound policy governing the 
program. It should, with the departments, work out procedures 
and methods by which the implementation of the policy can be fol- 
lowed, can be controlled, and third, the Munitions Board should mon- 
itor to see that the departments are conforming to policy. None of 
these things can ueatisty be called operations, and none interfere with 
operations by the department. 


AUTHORITY AND RESPONSIBILITY OF THE BOARD 


Mr. Maron. Do you have any definite authority in these fields ¢ 
Briefly, what is the legislative history and what authority do you 
have? Will you insert necessary excerpts in the record at this point 
with respect to your responsibility and authority ? 

Mr. Sma. Yes, sir. 
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(The information following was submitted for the record :) 


SUMMARY OF AUTHORITY AND RESPONSIBILITIES OF THE MUNITIONS BoARD AND 
Irs CHAIRMAN 


MUNITIONS BOARD 


In support of strategic and logistical plans of the Joint Chiefs of Staff— 

1. Analyze and review mobilization requirements and current requirements as 
they relate thereto. 

2. Prepare estimates of the availability of resources (except manpower) to 
meet the mobilization requirements. 

3. In cooperation with appropriate civilian agencies, prepare and maintain 
data on military assets; production, procurement, and construction capabilities ; 
and such other data as will assist in evaluating the logistic feasibility of strategic 
plans. 

4. Formulate policies and programs for the computation and reporting by the 
military departments of their requirements and the materials, facilities, power, 
fuel, transportation, and other services needed to support these requirements, 

5. Based on its analysis of requirements, advise Joint Chiefs of Staff as to the 
industrial feasibility of the requirements. 

6. Present to the Secretary of Defense industrially feasible requirements pro- 
grams which support the strategic and logistical plans of the Joint Chiefs of 
Staff. 

7. Formulate and coordinate Department of Defense policies, standards and 
programs for procurement, including activities relating to contract placement, 
contract forms, price policies, purchase procedures, and all phases of contract 
administration such as profit policy, contract negotiation, contract termination, 
inspection, patents, and insurance; cataloging; storage methods; inventory and 
stock control methods ; and standardization of specifications ; the standardization 
of common-use items; inspection, packaging and packing standards; acquisition, 
construction and use of industrial plants or facilities, and industrial productive 
equipment ; the disposal of surplus property ; the acquisition and disposal of real 
estate; those phases of industrial security for which the Department of Defense 
is or may become responsible, including but not limited to the security of classified 
information in the possession of private industry; and the listing and evaluation 
of vital industrial resources, both foreign and domestic, essential to mobilization, 
together with measures to improve the security of such facilities. 

8. Assign procurement responsibilities among the military departments. 

9. Continuously evaluate the effectiveness of procurement, production, dis- 
tribution, and related policies, programs, and activities in order to provide the 
most effective use of facilities and services, to eliminate unnecessary duplication 
and to make the supply systems of the military departments supplementary 
to one another. 

10. Initiate and coordinate all actions within the Department of Defense 
necessary to establish uniform policies, standards, and procedures in the supply 
systems of the military departments, promote cross, joint, and common servicing 
single service procurement responsibility, and to avoid unnecessary duplication 
in the supply systems of the military departments. 

11. Establish a uniform Federal Supply Cataloging System appropriate to 
identify and classify personal property and suitable for interdepartmental 
supply activities and Government-industry supply relationships, and coordinate 
the military departments in the operation of the system. 

12. Formulate policies and programs to insure the maximum conservation and 
utilization of matériel resources. 

13. Prepare plans covering the military aspects of industrial mobilization and 
supervise the preparation of plans within the Department of Defense for the 
military aspects of industrial demobilization. 

14. Participate in the coordination of those portions of the budgets of the 
military departments which are related to industrial mobilization plans and 
programs. 

15. Review and approve the production schedules of the military departments 
for 75 percent of the hard goods required by the current military build-up. 
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16. Audit and review production schedules for hard goods not reported to 
the Board, and for all soft goods. 

17. Review the methods and adequacy of the inventory control systems and 
procedures maintained by each military department. 

18. Formulate, with the guidance of the Joint Chiefs of Staff, a system of 
military urgencies to provide preference in the allocation of production re- 
sources to the most urgent military programs, or segments thereof. 

19. Participate in the development of national systems of priorities and con- 
trol, and coordinate the operation of such systems within the Department of 
Defense. 

20. Present and defend, before appropriate civilian agencies, the current 
and mobilization requirements of Department of Defense, and make recom- 
mendations regarding the integration of such requirements with the require- 
ments of the civilian economy. 

21. Make allocations of resources made available to the Department of Defense 
to the military departments, and make recommendations concerning measures 
to be taken to conform to limitations on resources. 

22. Review the mobilization and demobilization plans of the National Security 
Resources Board, and make recommendations with respect to the adequacy 
of such plans from the standpoint of the requirements of the Department of 
Defense. 

23. Formulate plans, policies, and procedures to govern the relationship 
of the Department of Defense with civilian control agencies. 

24. Formulate plans, policies, and programs for the maintenance of adequate 
reserves of industrial and nonindustrial facilities, machine tools, and other 
industrial equipment. 

25. Exercise the authority of the Secretary of Defense with regard to the 
administration of the National Industrial Reserve Act of 1948. 

26. Exercise, on behalf of the Secretary of Defense with regard to the stock- 
piling of critical and strategic materials, the authority assigned to the Secre- 
taries of War and Navy by Public Law 520, Seventy-ninth Congress. 

27. Review departmental applications for the allocation of specific production 
capacity in facilities, and the preselection and assignment of such facilities 
as may be available to the Department of Defense for the production of specified 
end items, production components, and component parts which will be needed 
to implement the mobilization plans of the military departments. 

28. Provide staff assistance and advice to the assistant to the Secretary of 
Defense for International Security Affairs for the development of the economic 
aspects of Mutual Security Programs, including military production abroad. 

29. Evaluate military assistance programs to determine their effect on indus- 
trial mobilization and current military production, and the extent to which 
they can be integrated with service programs. 

30. Represent the Department of Defense in supporting, before Government 
planning and control agencies, materials and facilities requirements for foreign 
military assistance programs. 

31. Participate, when appropriate, in establishing foreign economic policies 
and programs, including those pertaining to trade agreements, export controls, 
import controls, key foreign facilities, ocean shipping, assistance to foreign 
governments in connection with military production and development of foreign 
resources, including the production of critical and strategic materials. 

32. Supervise the operation of Armed Forces regional councils in their coordi- 
nation of the field activities of the military departments with regard to procure- 
ment, production, and construction. 

33. Review proposed curricula and programs of all joint educational institu- 
tions with respect to matters under the cognizance of the Board, and submit 
its recommendations thereon to the Joint Chiefs of Staff. 

34. Represent, or arrange for representation of, the Department of Defense 
before other Government agencies on all matters for which it has responsibility. 


SEPARATE POWERS OF THE CHAIRMAN 


1. Decide when departmental members are not unanimous. 


2. Prepare industrial and logistical plans, programs, and policies for presenta- 
tion to the Board. 


3. Take executive action in accordance with plans, prorgams, and policies of 
the Board. 


4. Make emergency and minor decisions. 
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5. Supervise staff of the Board. 
6. Assign projects to committees of the Board. 
7. Call meetings of the Board. 
8. Determine acceptability of military personnel assigned to the Board. 
9. Provide internal organization of Board and rules of procedure. 
10. Establish committees. 
11. Perform such additional duties as may be assigned by the Secretary of 
Defense. 





THE SECRETARY OF DEFENSE 


WASHINGTON 
; NOVEMBER 3, 1949. 


DIRECTIVE: MUNITIONS BoArRD CHARTER 


Pursuant to the authority vested in me by the National Security Act of 1947 
(61 Stat. 495), as amended, and in order more fully to define the powers and 
duties of the Munitions Board (hereinafter called the Board), established by 
section 213 of said act, and to define the relationships of the Board with the 
military departments and other agencies of the Department of Defense, it is 
hereby directed as follows, effective as of the date of signature: 


I. MEMBERSHIP 


A. Civilian members.—The Board shall be composed of a civilian Chairman, 
who shall be the head thereof, and an Under Secretary or Assistant Secretary 
from each of the three military departments, to be designated in each case by 
the Secretaries of their respective departments. The Secretary of each of the 
military departments shall also designate an alternate, who shall be an Under 
Secretary or an Assistant Secretary of the department and who, in the absence 
of his principal, shall act in his stead with plenary power. In the temporary 
absence of the duly appointed Chairman, the Chairman will designate a Board 
member to act as Chairman, In the event that there is no duly appointed 
Chairman, the Secretary of Defense will designate a Board member to act as 
Chairman. 

B. Director of the staff—With the approval of the Secretary of Defense, the 
Chairman shall appoint a military director of the staff, of the rank of lieutenant 
general or vice admiral, who shall have authority, direction, and control over the 
staff of the Board and over the coordination of its activities. 

©. Military and civilian directors —With the approval of the Secretary of each 
military department concerned, and with the concurrence of the Board, the 
Chairman (1) shall also appoint not less than three military directors, each with 
the rank of major general or rear admiral, and (2) may appoint one or more 
civilian directors. 


II, AUTHORITY AND DUTIES OF THE CHAIRMAN AND THE STAFF OF THE BOARD 


A. Chairman of the Board.—The Chairman of the Board shall, subject to 
the provisions of paragraph B of this section, have the power of decision in any 
matter on which the other members of the Board are not unanimous. The 
Chairman shall, with the advice and assistance of the staff, prepare industrial 
and logistical plans, programs, and policies for presentation to the Board. He 
shall have authority to take executive action in accordance with the plans, 
programs and policies of the Board, and on those matters which do not require, 
or because of the exigencies of time do not permit, formal Board consideration. 
The Chairman of the Board may, without being relieved of his responsibility 
therefor, perform any of his duties through or with the aid of such members or 
officials of the Munitions Board as he may designate. 

B. Appeal from action by Chairman.—With respect to any decision or execu- 
tive action by the Chairman of the Board made by him pursuant to the pro- 
visions of II-A above, any member of the Board may initiate, for submission by 
the Secretary of the department represented by the member in question, an 
appeal therefrom to the Secretary of Defense. Prior notification of any such 
action shall be given to the Chairman of the Board. 

C. Staff of the Board.—The staff of the Board shall be responsible to the 
Board as a whole and shall function under the direction, supervision and con- 
trol of the Chairman, through the Director of the Staff. 
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Ill. AUTHORITY AND DUTIES OF THE BOARD 


A. General authority and duties —Within its jurisdiction, as defined in Sec- 
tion 213 of the National Security Act of 1947, as amended, and as further defined 
in this Directive, and in support of strategic and logistical plans and in con- 
sonance with guidance in those fields provided by the Joint Chiefs of Staff, the 
Board shall be the principal agency of the Secretary of Defense responsible for 
performing the duties set forth in the following paragraphs of this section III, 
and such other duties as may be prescribed by the Secretary of Defense, and 
shall further be responsible for ensuring compliance throughout the Department 
of Defense with all action taken by the Board in carrying out its prescribed 
duties. 

B. Analysis of military requirements.—In connection with the assembly, 
analysis, and-review of military mobilization requirements, and current require- 
ments as they relate thereto, and further in connection with the preparation of 
estimates of potential production, procurement, and personnel for use in evalua- 
tion of the logistic feasibility of strategic operations, the Board shall perform the 
following duties: 

(1) In cooperation with the National Security Resources Board and other 
appropriate Government agencies, and for the purpose of evaluation of the 
logistic feasibility of strategic plans, prepare and maintain on a current basis, 
data concerning operating and war reserve inventories; estimates of present 
and potential production, procurement, distribution, construction and personnel 
capabilities; and such other information as may be required for said purpose. 

(2) Formulate policies, programs, plans, and procedural methods for the 
computation and presentation to it, by the several military departments and 
agencies, of their respective requirements, including the translation by the mili- 
tary departments of end-item requirements into basic requirements for man- 
power, raw materials, facilities, power, fuel, transportation, communications, 
and other services. 

(3) Secure, analyze, consolidate, and review the material and personnel 
requirements presented by the Joint Chiefs of Staff and by the several military 
departments and other agencies of the Department of Defense. 

(4) Based on its review and analysis of the requirements presented to it by 
the Joint Chiefs of Staff and the several military departments and agencies, and 
after consultation in appropriate cases with the National Security Resources 
Board and other Government agencies, advise the Joint Chiefs of Staff as to the 
industrial feasibility of the requirements of strategic and logistic plans and, as 
may be appropriate, make recommendations with respect to such requirements or 
plans to the Secretary of Defense, the Joint Chiefs of Staff, the military depart- 
ments, and other agencies of the Department of Defense. 

(5) In conformity with strategic and logistic plans of the Joint Chiefs of 
Staff, and on the basis of the relative military urgencies expressed by the Joint 
Chiefs of Staff, assign industrial priorities to the various requirements presented 
by the several military departments and other agencies of the Department of 
Defense, and to the various procurement programs in support thereof. 

(6) Prepare, and present to the Secretary of Defense, coordinated military 
requirement programs which support the strategic and logistic plans of the 
Joint Chiefs of Staff and which are feasible from an industrial standpoint. 

C. Policy control and coordination of industrial matters.—In connection with 
industrial matters of the Department of Defense, including procurement, produc- 
tion, distribution, and related activities, and also including the security thereof, 
the Board shall perform the following duties : : oD 

(1) Formulate policies for the Department of Defense, prescribe standards 
for the formulation and implementation of programs and procedures by the 
several military departments, and coordinate the activities of the several mili- 
tary departments and other agencies of the Department of Defense, with respect 
to the following : procurement, including activities relating to contract placement, 
contract forms, price policies, purchase procedures, and all phases of contract 
administration, such as profit policy, contract renegotiation, contract termination. 
inspection, patents, and insurance; cataloging; storage methods; inventory and 
stock-control methods; the standardization of specifications ; the standardization 
of common-use items; packaging and packaging standards; labor relations; labor 
supply and labor standards; acquisition, construction and use of industrial 
plants or facilities, and industrial productive equipment; the disposal of surplus 
property; the procurement of military supplies and other equipment under 
approved foreign aid programs ; the acquisition and disposal of real estate ; those 
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phases of industrial security for which the Department of Defense is or may 
become responsible, including but not limited to the security of classified infor- 
mation in the possession of private industry; and the listing and evaluation of 
vital industrial resources, both foreign and domestic, essential to mobilization, 
together with measures to improve the security of such facilities. 

(2) Assign procurement responsibilities among the several military de- 
partments. 

(3) Continuously study and evaluate industrial matters of the military de- 
partments and the effectiveness of procurement, production, distribution and 
related policies, plans, programs and activities, in order to develop equitable 
basic policies, the most effective and economical use of facilities and services, 
the elimination of unnecessary duplication, and to make the supply systems 
of the military departments supplementary to one another when necessary. 
Bring to the attention of the Secretary of Defense, the Joint Chiefs of Staff, or 
the proper command authority, as the case may be, such recommendations as 
appear appropriate. Advise the Joint Chiefs of Staff whenever in its opinion, 
and from the standpoint of its assigned responsibilities, a- change in approved 
logistic plans or in the assignment of a logistic responsibility would be desirable. 
All changes or recommended changes, in policies, plans, programs, and pro- 
cedural methods shall be designed to promote greater operational efficiency 
without detriment to the effectiveness of logistic support within the departments 
(See sec. IV, © (5)). 

D. Industrial mobilization and demobilization.—In connection with the prepa- 
ration for and conduct of industrial mobilization and industrial demobilzation 
throughout the Department of Defense, the Board shall perform the following 
duties : 

(1) Assemble information on industrial capacity, the susceptibility of facili- 
ties to conversion, and their potential capacity to meet the prospective require- 
ments of the military departments in time of an emergency, and such other 
information as may be required for purposes of planning the military aspects 
of industrial mobilization. 

(2) Prepare plans covering the military aspects of industrial mobilization for 
any possible future emergency. 

(3) Prescribe the policies, plans, programs, and procedural methods govern- 
ing, and in general supervise, the preparation of plans within the Department 
of Defense for the military aspects of industrial mobilization. 

(4) In order to assure effective industrial demobilization planning in time 
of war, prescribe the policies, plans, programs, and procedural methods govern- 
ing, and in general supervise, the preparation of plans within the Department 
of Defense for the military aspects of industrial demobilization. 

(5) In accordance with procedures prescribed by the Secretary of Defense, 
participate in the coordination of those portions of the budgets of the several 
military departments which are related to industrial mobilization plans and 
programs and, at an appropriate time in advance of the annual budget estimates, 
and in the light of the factors within the Board’s purview, present to the Secre- 
tary of Defense its recommendations as to the appropriate scope of the industrial 
mobilization plans and programs for the Department of Defense as a whole. 

(6) Present and justify, before the appropriate authority, the consolidated 
mobilization requirements of the Department of Defense, as determined pur- 
suant to section III, B above; and make recommendations regarding the inte- 
gration of such requirements with requirements for civilian purposes. 

(7) Make allocations of resources to the three departments and other agencies 
of the Department of Defense; and make recommendations to the Joint Chiefs 
of Staff, the military departments, and the other agencies of the Department 
of Defense concerning measures to be taken to conform to limitations on resources. 

(8) Analyze the mobilization and demobilization plans which are prepared 
by, or under the direction of, the National Security Resources Board; and make 
recommendations to that Board with respect to the adequacy of such plans 
from the standpoint of the requirements of the Department of Defense. 

(9) In conjunction with the National Security Resources Board and other 
appropriate Government agencies, develop policies, plans, and procedures to 
govern the relationships of the Department of Defense with those of civilian 
control agencies which are proposed in mobilization and demobilization plans 
prepared by or in coordination with the National Security Resources Board. 

(10) Formulate policies and programs for the maintenance of adequate 
reserves of industrial and nonindustrial facilities, machine tools and other 
industrial equipment, including the preservation and maintenance of Govern- 





246 


ment-owned plant and equipment reserves, and the construction, conversion. 
expansion, or disposition of reserve industrial facilities and equipment. 

(11) Exercise on behalf of the Secretary of Defense the duties with regard 
to the administration of the National Industrial Reserve Act of 1948, and the 
duties in this field assigned to the Secretary of Defense by the National Secu- 
rity Act of 1947, as amended, or assigned under any other pertinent legislation. 

(12) Exercise on behalf of the Secretary of Defense and the Secretaries of 
the Army, Navy, and Air Force, the duties with regard to the stockpiling of 
strategic and critical materials assigned to the Secretaries of War and Navy 
by Public Law 520, Seventy-ninth Congress, and the duties in this field assigned 
to the Secretary of Defense by the National Security Act of 1947, as amended, 
or assigned under any other pertinent legislation. 

(18) Initiate such other action as may be required to assure the readiness 
of the Department of Defense to implement its plans for industrial mobiliza- 
tion in any future emergency, including the review of departmental applications 
for the allocation of specific production capacity in facilities, and also including, 
in cooperation with industry and other appropriate Government agencies, the 
preselection and assignment of such facilities as may be available to the Depart- 
ment of Defense for the production of specified end items, products components, 
and component parts which will be needed to implement the mobilization plans 
of the military departments. 

(14) Charge the appropriate military departments and other agencies of 
the Department of Defense with the initiation, expansion, curtailment or 
elimination of programs and projects which the Board deems to be necessary 
in order that industrial mobilization and industrial demobilization activities 
of the national defense shall be complete and fully integrated. 

E. International economic matters.—The Board, after coordination in appro- 
priate cases with the Joint Chiefs of Staff and the Assistant to the Secretary 
of Defense (special activities), shall establish policies for the Department of 
Defense with respect to international economie and related matters, including 
economic warfare, shall take steps to insure the adequate protection of national 
security interests therein, and shall coordinate all activities within the Depart- 
ment of Defense in those fields. Any policies which may affect the administra- 
tion of an occupied area or a trust territory shall first be coordinated with the 
department having responsibility for the administration thereof. 

I. Training of personnel——Subject to such general policies as may be formu- 
lated for the education of members of the military forces by the Joint Chiefs of 
Staff, the Board shall review the proposed curricula and programs of all joint 
educational institutions with respect to matters under the cognizance of the 
Munitions Board and submit its recommendations thereon to the Joint Chiefs 
of Staff. 

G. Progress reports to the Secretary of Defense-—The Board shall provide 
the Secretary of Defense with appropriate reports consolidating or summarizing 
data collected, developed, or maintained by the Board, and showing the status 
or progress in the development or execution of plans, programs, and activities 
of the Department of Defense which are within the cognizance of the Board. 

H. Representation of the Department of Defense-——The Board shall represent, 
or arrange for the representation of, the Department of Defense before and with 
other Government departments and agencies on all matters for which it has 
direct responsibility under the provisions of the National Security Act of 1947, 
as amended, or of this directive. In addition, the Board shall express to other 
Department of Defense representatives on committees, boards or commissions any 
interest of the Board in such matters under their consideration. 


IV. RELATIONSHIP BETWEEN THE BOARD AND THE MILITARY DEPARTMENTS AND OTHER 
AGENCIES OF THE DEPARTMENT OF DEFENSE 


A. General statement of relationship.—The Board shall have authority to re- 
quire and obtain, from all military departments and other agencies of the De- 
partment of Defense, whatever information and assistance may be needed for 
carrying out its duties as set forth in this Directive. Furthermore, and in addi- 
tion to the relationships between the Board and the several military depart- 
ments and other agencies of the Department of Defense hereinbefore prescribed, 
the Board and such departments and agencies shall have the duties and func- 
tions with respect to one another set forth in the following paragraphs of this 
section IV. 
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B. The Board and the Comptroller of the Department of Defense-—The Board 
shall collaborate with the Comptroller of the Department of Defense in studying 
cost analysis methods as related to areas under Munitions Board jurisdiction. 

©. The Board and the Joint Chiefs of Staff—(1) The Joint Chiefs of Staff shall 
keep the Board currently informed regarding strategic and logistic plans in order 
that the Board may evaluate departmental computations of material and per- 
sonnel requirements based upon those plans; and the Board shall advise the 
Joint Chiefs of Staff as to the industrial feasibility of their strategic and logis- 
tical plans. 

(2) The Board shall participate with the Joint Chiefs of Staff in the review 
of requirements, including the computation thereof, for adjustment to meet in- 
dustrial and logistic capabilities. This participation will be in accordance with 
procedures worked out by the Staff and the Joint Staff. 

(3) The Joint Chiefs of Staff shall keep the Board currently informed regard- 
ing relative military urgencies so that priorities may be assigned to segments 
of production programs and the allocation of resources. 

(4) The Board shall furnish the Joint Chiefs of Staff with such information 
and advice as may be requested concerning production, procurement, distribu- 
tion, construction, and personnel capabilities and their relation to strategic and 
logistic planning. 

(5) The Joint Chiefs of Staff will remain the agency finally to resolve any 
question as to whether a proposed change in consumer logistie policies will de- 
crease the effectiveness in logistic support of the Services. 

D. The Board and the Research and Development Board.—(1) The Board shall 
advise the Research and Development Board of anticipated shortages of ma- 
terials and production facilities of interest to the Department of Defense in 
order to guide and encourage research and development in the use of substitutes. 

(2) The Board shall advise the Research and Development Board with re- 
spect to the specifications and availability of standard components, critical ma- 
terials, and substitute materials. 

(3) The Board shall consult with the Research and Development Board re- 
garding the formulation of procurement and related policies which pertain to 
or affect research and development programs and projects. 

(4) The Research and Development Board shall keep the Board informed con- 
cerning the material requirements for projects under development, as soon as 
the programs appear promising, in order that timely provision may be made for 
any necessary stockpiling of such materials or for the reduction of stockpiling 
objectives. 

(5) The Research and Development Board shall keep the Board informed of 
ine results of investigations by the military departments as to the availability of 
new materials. 

E. The Board and the Personnel Policy Board—(1) The Board shall advise 
the Personnel Policy Board of such of its activities and programs as will have 
an effect on military and civilian personnel matters under the cognizance of the 
Personnel Policy Board. 

(2) The Personnel Policy Board shall keep the Board informed of such of 
its programs and policies as will be of interest to the Munitions Board, or as to 
which Munitions Board interest has been indicated. 

(3) The Board shall advise the Personnel Policy Board of studies, programs, 
and policies, in the military and civilian personnel fields, which the Personnel 
Policy Board could accomplish to assist the Board in performing its missions. 

(4) The Board and the Personnel Policy Board shall mutually consult and 
coordinate on those contractor personnel policies and programs which need to be 
integrated with military and civilian policies and programs. 

F. The Board and the military departments.—(1) The military departments 
shall submit to the Board their material and personnel requirements to enable 
the Board to carry out its duties as set forth in section LIT. 

(2) The military departments shall provide the Munitions Board with repre- 
sentatives on joint committees and councils at the request of the Chairman of 
the Board. 


V. ADMINISTRATION 


A. Internal organization of the Board.—The Chairman, subject to the ap- 
proval of the Secretary of Defense, shall provide for the internal organization 
of the Board and shall establish its rules of procedure. 

B. Outside assistance-—The Board, and its staff, is authorized to consult 
with such persons within the Department of Defense as it may wish, and to solicit 
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the help of any other individuals or agencies, both governmental and private, 
whenever it deems this to be appropriate. In addition, and subject to such 
general policies as the Secretary of Defense may from time to time prescribe, 
the Chairman is authorized to establish such continuing or temporary com- 
mittees and councils as may be necessary to conduct studies, assemble informa- 
tion, or recommend policies. 

C. Use of existing facilities.—Directives issued by the Board and its staff will 
include such provisions as are necessary to insure the receipt of adequate in- 
formation as to the progress and completion of implementation. In the interest 
of economy and of avoiding unnecessary duplication, existing facilities of the 
Departments and other agencies should be utilized to the maximum extent 
possible. 

D. Joint committces and councils.—Joint committees and councils appointed 
by and operating within the jurisdiction of the Munitions Board will function 
as agencies of the Board and not as agencies of the military departments. They 
shall be used only to obtain technical advice and departmental recommendations 
on such phases of the Board's programs as May be necessary or appropriate. 
The committees and councils are not necessarily expected to present unanimous 
recommendations. Insofar as practicable, the Director of the Staff will appoint 
members of the Munitions Board Staff as Chairmen of such committees and 
councils. The Chairman of the Board and the Director of Staff will have full 
authority to assign projects or tasks to such committees for study, action, and 
recommendations. This authority will include that of the issuance of directives, 
through the committee and Council Chairmen, requiring the expeditious accom- 
plishment of assigned work. 

BE. Meetings of the Board.—The Board shall meet at the call of its Chairman, 
or at such times as it may fix, and the presence of three of the four members 
shall constitute a quorum. The term “member,” as used herein, shall include 
an alternate as provided for in section I, A. 

F. Personnel of the Board.—The Secretary of Defense will provide the Chair- 
man with such personnel, facilities, and othev administrative services as he from 
time to time determines are required by the Chairman for the performance of 
the Board's functions. Military personnel in approximately equal numbers 
shall be provided by each of the three military departments, in accordance with 
the needs of the Chairman as approved by the Secretary of Defense. Such 
military personnel shall be acceptable to, and, during their tours of duty with 
the Board, responsible to, the Chairman of the Board rather than to their own 
department with respect to performance of duty and efficiency ratings. It shall 
be the policy to assign military personnel for a minimum tour of duty of 2 years, 
and the key positions shall be rotated equitably between the three departments. 


Louis JOHNSON. 


DEPARTMENT OF DEFENSE DIRECTIVE 


WASHINGTON, D. C. 


August 13, 1951. 
Title: 250 Supply Management. 
Subtitle: 03 Procurement and Contracting. 
Number: 250.03—4. 


OBJECTIVES AND PROCEDURES FOR MILITARY PROCUREMENT 


Reference: Secretary of Defense Directive of May 31, 1951. 
Reference directive is hereby reissued without revision and continues in full 
force and effect. 
For the Secretary of Defense: 
K. R. Kreps, 
Colonel, USAF, Deputy Director, Executive Office of the Secretary. 
May 31, 1951. 
Memorandum for the Secretary of the Army, the Secretary of the Navy, the Sec- 
retary of the Air Force, the Assistant Secretary of Defense (Comptroller), 


the Assistant Secretary of Defense (Manpower and Personnel), the Chairman, 
Munition Board. 


The purpose of this memorandum is to cover the action required to insure that 
the objectives of the President's statement of April 27, 1951, a copy of which is 
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enclosed, are attained. After consultation with you, it has been determined that 
the actions herein outlined will serve to achieve the desired result and, by letter 
today, the President is being so advised. 

Under existing conditions, the military departments have accepted as con- 
trolling military procurement, the principle that once the approved active forces 
are raised and modernized and current operating stocks are on hand, maximum 
feasible reliance will be placed on continuing expansible production rather than 
on reserve stocks of end items, 

Accordingly, the basic objective of the military procurement program will be 
to supply to the services the material and equipment required for the timely ac- 
complishment of their respective missions. In doing so, procurement and de- 
livery of all items must be scheduled in a carefully planned and balanced man- 
ner to meet the actual service needs. At all times the present and future pro- 
ductive capacity of industry must be given full consideration and plans must, 
among other things, provide for the maintenance of production lines, and 
wherever possible, when computing requirements, take into account the rapid 
expansibility of these lines. 

With the greatly increased program levels, it is now necessary that im- 
mediate steps be taken to improve existing procedures and systems in the areas 
treated in this memorandum, 

To that end, therefore, the addressees will immediately implement the pro- 
visions of the succeeding paragraphs. 

A. Production scheduling—hard goods.—The presently required submission 
of planned production schedules of hard goods to the Munitions Board for 50 
percent of the total dollar value of military procurement of hard goods will be 
broadened to include 75 percent of the total dollar valpe of such procurement. 
These planned schedules, supported by justifications to the extent requested will 
be submitted to the Munitions Board for approval. In the event that cireum- 
stances may cause continued variations or require major changes in approved 
schedules, revised schedules will be submitted for similar action. 

Approved schedules will be adhered to in all procurement operations, and in all 
funding operations in support thereof—allowance being made for reasonable 
month-to-month differences between planned production rates and actual de- 
livery rates thereunder. It is understood that production schedules must be 
acted upon promptly after submission to prevent delay. The items for - “hich 
schedules will be submitted will be stated in an “item list’ by the Chair an of 
the Munitions Board under separate memorandum, together with detailed instruc- 
tions as to forms, procedures, and time of submission. 

The criteria set forth below will be met by the military departments in the 
preparation of all such schedules. The staff of the Munitions Board will re- 
view such schedules for compliance with these criteria and will effeet, with 
the military departments, any adjustments required, and differences which can- 
not be resolved under these procedures will be referred to the Munitions 
Board for resolution, 

In addition, these schedules mentioned above will concurrently be submitted 
to the Assistant Secretary of Defense (Comptroller) for review and approval 
from a budget and fiscal standpoint and he will effect, with the military de- 
partments, any adjustments required. This will include a review of programs 
and requirements in relation to availability of funds and appropriations requested 
and to be requested of the Congress. 

The criteria are: 

(a) Schedules must be realistic. Among other things, they should take into 
account conditions as respects availability of facilities, materials, manpower and 
other factors. 

(vb) An orderly procurement program is essential to minimize severe, un- 
necessary jolts on the economy. In this connection, attention is invited to the 
fact that funds have been provided in budget estimates to care for deliveries 
of long lead-time items extending at least through December 31, 1952. Items 
should be scheduled accordingly, schedules should not be shortened and rates 
of production should not be increase except where specifically justified and 
approved. 

(c) Where items are related, the scheduling of the easier to get items should 
conform to that of the more difficult. 

(d) In preparing planned production schedules, the quantities scheduled may 
be projected as far ahead as desired but shall at least be projected to cover all 
hard goods procurement programs financed or to be financed from appropriations, 
replacing accounts, approved and proposed MDAP programs, and appropriation 
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estimates as submitted by the President to the Congress. Hard goods procure- 
ment financed from revolving funds shall be scheduled at least through fiscal 
year 1953. 

(e) Each military department in determining requirements will do so in suffi- 
cient detail to identify requirements for initial equipment, combat and peacetime 
usage, pipelines and war reserves, and take into account inventory position and 
matériel on order. In the preparation of planned production schedules to meet 
such net requirements, each department will give consideration to the potential 
capacity of projected production lines. 

(f) In addition to carefully planning production schedules within major 
programs in accordance with criteria set forth herein, the several programs of 
the three services must be interrelated one to the other and modified where 
necessary if the composite produces a requirement for materials, manpower, or 
other resources in excess of availability. The responsibility for such interrela- 
tion of the several programs and the authority for necessary modifications rests 
with the Munitions Board based upon the military guidance of the Joint Chiefs 
of Staff. 

Hard goods procurement, the schedules for which are not required to be sub- 
mitted to the Office of Secretary of Defense, will be controlled within the military 
departments in a manner substantially the same as set forth above. 

B. Soft goods procurement.—It is essential that certain criteria be established 
to insure orderly procurement of the so-called soft goods. Such criteria are 
prescribed in the following paragraphs and will be applied immediately. 

(a) Soft goods will be planned (or scheduled) for procurement only at the rate 
required to meet established military requirements and in such a manner that, 
wherever practicable, production peaking will be avoided by the spacing of 
deliveries. 

(b) For items of soft goods for which the total fiscal year 1952 military pro- 
curement objective, including MDAP needs, exceeds $2 million, for any one 
military department, no more than one-third of the procurement objective for 
the year shall be contracted for delivery during any single quarter. In those 
cases in which the seasonal character of procurement, combat needs, or similar 
considerations indicate the desirability of contract delivery beyond these limits, 
such deviations will be authorized by the Procurement Secretary of the appro- 
priate military department. 

(c) Procurement of soft goods must be phased with deliveries of related items. 
Procedures will be developed for periodic review and revision within each 
military department of the procurement plans (or schedules) for soft goods 
items to insure that basic changes in schedules of hard goods end items are fol- 
lowed by corresponding changes in procurement plans for related soft goods 
items. 

The Assistant Secretary of Defense (Comptroller) and the comptrollers of the 
three military departments, will make use of apportionment and reapportion- 
ment procedures to effect conformity with the spirit of the limitations outlined 
above. Where production schedules have been prepared and approved, request 
for apportionment of funds in support thereof will normally follow. 

The Munitions Board, in addition to having responsibility for periodic review 
of progress on production schedules approved by them will have responsibility 
for the periodic audit and review of planned production schedules approved 
within a military department for hard goods items, for planned procurement of 
soft goods, and of procurement practices at all procurement levels. The Muni- 
tions Board will be responsible for integrating this process with the interests 
and responsibilities of the production agencies and providing for their con- 
sultation and assistance. 

In application of the foregoing criteria, procurement and fiscal personnel of 
each military department will take such action as may be required to disseminate 
the principles involved throughout their respective departments. Further, all 
procurement and fiscal personnel must be enjoined to bring to the attention of 
higher authority within each military department any instances in which they 
believe quantities or delivery schedules are of such character that they may 
or will have severe impact upon the industry involved. 

C. Relative urgencies.—The system established within the Department of De- 
fense for determining relative urgencies between military programs must be 
continued and also must be kept under continual review by the Munitions 
Board to insure its effective operation. Changes must be made immediately 
where necessary for improvement. The system must continue to provide for 
Joint Chiefs of Staff guidance on the basis of which Munitions Board imple- 
mentation of an urgency program is effected. 
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D. Inventory control.—The Munitions Board in conjunction with the Office 
of the Assistant Secretary of Defense (Comptroller) will provide for effective 
review of the methods and adequacy of the inventory control systems and 
procedures maintained by each military department. The objectives of this 
review will be to determine that : 

(a) Inventories are properly considered in the computation of “net” require- 
ments and prior to buying. 

(bv) A proper balance exists within each military department between the 
supply of and demand for individual end items of matériel. 

(c) Inventory levels are sufficient to insure an ability to furnish supplies 
to the combat and service components of the respective departments in suffi- 
cient quantity, where needed, and in time. 

(d) Supplies may be furnished on a cross-servicing basis as desirable or 
necessary by any department to the combat and service components of the 
other departments. 

(e) Inventory control information is available in sufficient detail to show 
the current stock position and the rates of current and anticipated depletion for 
the purpose of determining the criticality to the national defense of a threatened 
or existing labor dispute. 

(f) As a long term objective the military departments will develop and im- 
plement uniform policies and procedures for inventory control and inventory 
systems where uniformity is feasible and necessary or required for conformance 
with the provisions of section 410 of the National Security Act amendments of 
1849 (Public Law 216, 71st Cong. ). 

The Munitions Board and Assistant Secretary of Defense (Comptroller) will 
render regular reports as to the status of the foregoing program. 

E. Military petroleum programs.—The Department of Defense policy is con- 
firmed that procurement of petroleum products will be programed in direct rela- 
tion to the requirements of the operating forces, including approved reserve 
stocks, GARIOA, MDAP, and other governmental program requirements handled 
by the military departments. In order to provide proper implementation of this 
policy, the Munitions Board, utilizing the Munitions Board Joint Petroleum 
Committee, will require regular reports from the departments. Based upon this 
data, the Munitions Board will insure that the military petroleum procurement 
programs are in consonance with the announced policy. 

F. Control of certain special procurement programs.—The President’s state- 
ment specifically mentioned necessity for control of certain major special pro- 
curement programs such as facilities, hand tools, lumber, petroleum, wool and 
cotton goods. Among the commodities listed, hand tools, lumber and subsistence, 
and a major portion of wool and cotton goods are subject to single service 
procurement, and petroleum is subject to joint procurement. To a large extent, 
adequate controls of such programs are prescribed under the section above 
devoted to production scheduling. 

The Munitions Board and the Assistant Secretary of Defense (Comptroller) 
will, however, create committees to examine the programing and procurement 
procedures for each of the commodities mentioned above. Based upon the 
findings of these committees, the Munitions Board and Assistant Secretary of 
Defense (Comptroller) will take the action necessary to insure that the controls 
are adequate. 

G. Machine tool procurement.—The three military departments will make 
maximum utilization of their equipment reserve of machine tools and produc- 
tion equipment to meet their current requirements and before initiating pro- 
curement of such items. 

It is recognized that the demand for machine tools will substantially exceed 
the supply. The responsibility for allocating machine tools to the military de- 
partments rests with the Munitions Board. In making allocations, the Muni- 
tions Board will give full consideration to the requirements of the military 
departments for machine tools to meet their respective needs, and to instances 
where the unavailability of machine tools will force a delay in one or several 
programs, based upon the military guidance of the Joint Chiefs of Staff. 

It is to be recognized that machine tools are being procured to meet the 
requirements of current production and to establish tooled production lines 
with capacity in excess of current needs. The highest priority is to be given 
to the requirements of the military departments for current production needs 
and the secondary privrity to the machine tool requirements for the so-called 
excess capacity. 
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H. General.—Control of military public works (construction) program will 
be covered in a separate memorandum. 

Estimates of total manpower requirements tc support military production 
programs will be provided the Assistant Secretary of Defense (manpower and 
personnel) by the Munitions Board on the basis of broad production programs. 

Each military department will report on the progress of major production 
programs to the Chairman of the Munitions Board, and will advise him of any 
important deficiencies or bottlenecks in any procurement program furnishing at 
the time all pertinent information relating thereto so that necessary action may 
be taken to assist the military departments either direcly or through other de- 
fense agencies. Where manpower shortages or labor disputes are the cause of 
delays or interruption in production the military department will provide a list 
of the particular plants involved, their location, with indications of the problem 
in each instance, and remedial steps already taken by the procurement agency 
or the Armed Forces regional council at the local level. The Chairman of the 
Munitions Board will provide such manpower information to the Assistant Sec- 
retary of Defense (manpower and personnel) for such action as may be appro- 
priate. 

Roserr A. Lover, 
Acting Secretary. 


DEPARTMENT OF DEFENSE DIRECTIVE 


WASHINGTON, D. C. 
Aveusr 9, 1951. 


Title: 250 Supply Management. 
Subtitle: 11 Matériel Control. 
Number: 250.11-2. 


Supep.ty SYsTeMs Stupy ProJecr 


1. The purpose of this directive is to establish a Department of Defense supply 
systems study project which is designed to facilitate (1) the implementation of 
that portion of my directive of May 31, 1951, which requires the Munitions Board, 
in conjunction with the Office of the Assistant Secretary of Defense (Comptrol- 
ler), to provide for effective review of the methods and adequacy of the inventory 
controls systems and procedures maintained by each military department, and 
(2) the implementation of my directive of July 17, 1951, which clarifies certain 
Department of Defense supply management policies. 

2. Accordingly, the basic purpose of the Department of Defense supply sys- 
tems study project will be to develop and recommend such changes to existing 
organizations, policies, standards, and procedures governing the supply opera- 
tions within the Department of Defense as will maintain or increase military 
effectiveness and produce the optimum efficiency and economy of these supply 
operations from the initial requirements and resources planning stage to final 
consumption or other disposition. 

3. In accordance with paragraph 7 of the July 17, 1951, directive of the Acting 
Secretary of Defense (Department of Defense Directive No. 250.01-1), the Joint 
Chiefs of Staff will review the proposed system or elements of the system as 
they are developed for the purpose of determining whether such a system will 
effectively support military operations. Similarly, in accordance with paragraph 
8 of the directive, the Assistant Secretary of Defense (Comptroller) will co- 
operate with and advise the Munitions Board in these studies. 

4. The enclosure outlines in further detail the plan approved for this project. 
It is my desire that this project be given priority attention and your full support. 


Rosert A. Loverr, 
Acting Secretary. 


DEPARTMENT OF DEFENSE SUPPLY SYSTEMS STUDY PROJECT 


I. Scope and approach.—The Department of Defense supply systems study 
project will encompass the examination of the organization, policies, standards, 
and procedures governing the supply systems of the military services within the 
United States and overseas. In carrying out the project work, when categories 
of matériel are selected for study they will normally be selected from the standard 
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matériel category grouping system approved by the Munitions Board on Sep- 
tember 7, 1950. For each of the typical categories of matériel selected, detailed 
examination will be made of the policies, standards, and procedures governing 
the functions of requirements computation, procurement, distribution and re- 
distribution, maintenance, budgeting, and financing. Examinations also will be 
given on a priority basis to the feasibility of assigning to a single military depart- 
ment responsibility for procurement, distribution, including depot storage and 
issue, and maintenance of common categories of supply. The medical and dental 
category shall have first priority of this type of study. The Munitions Board 
staff will prepare for Munitions Board approval a program for additional studies 
beyond this category. 

II. Objectives.—The objectives of the supply systems study project will be to 
develop policies, standards, and procedures : 

(a) To promote the maximum military effectiveness throughout the Depart- 
ment of Defense in the field of matérie] logisties. 

(b) To promote economy and efficiency throughout the Department of De- 
fense in the field of matériel logistics. 

(c) To promote the maximum practicable comparability for budget develop- 
ment in the field of matériel logistics. 

Ill. Organization and administration.—Over-all responsibility for the supply 
systems study project is vested in the Munitions Board. Subject thereto, primary 
responsibility for the organization, direction, and control of the supply systems 
study project, including the selection of categories of matériel, is delegated 
to the Chairman of the Munitions Board, it being expressly understood that 
selection of categories to be studied shall be subject to approval of the Munitions 
Board. In exercising this responsibility the Chairman of the Munitions Board 
will obtain the advice of the Supply Management Advisory Council as to eate- 
gories or areas to be studied, priorities for studies, target dates for completion, 
and quality 4nd numbers of personnel to be employed. 

The supply systems study project will be headed by a project director who 
shall be appointed by the Chairman of the Munitions Board and who shall be 
responsible for the detailed planning, organization, and control of the project 
work. The project director will be assisted by such assistant project directors 
as are required, who shall be selected from personnel nominated by the Defense 
Management Committee, the Joint Chiefs of Staff, the Assistant Secretary of 
Defense ( Comptroller), the military departments, and other appropriate De- 
partment of Defense agencies. 

The Vice Chairman for Supply Management is authorized to call upon the 
military departments for information, technical advice, and, after consultation 
with Supply Management Advisory Council, the detail of personnel to assist in 
the supply systems study project. Personnel may be requested for temporary, 
full-time detail to form work groups or for part-time consultation. Such per- 
sonnel must be acceptable to the Vice Chairman for Supply Management. Calls 
for departmental or agency personnel shall be kept to the minimum consistent 
with the necessity for prompt and satisfactory results in accordance with target 
dates established. 

In the conduct of the project work the fullest practicable use shall be made 
of factual information and data of all types which have been developed or are 
under development within the Department of Defense and its agencies, the 
Congress, research and educational institutions or industry, in order that dupli- 
cation and overlapping or repetition of effort may be avoided. 
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1. The memorandum from the Secretary of Defense, subject: Department of 
Defense Supply System, dated November 17, 1949, established basic policy for 
the Development of a Department of Defense supply system and assigned respon- 
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sibility to the Munitions Board for developing the system. This directive was 
concurred in by the Joint Chiefs of Staff, the Munitions Board, and the military 
departments prior to its issuance. However, full agreement has not yet been 
reached among these agencies with respect to the specific intent and interpreta- 
tion of this memorandum nor is there complete accord on the respective respon- 
sibility and authority of the Munitions Board, the Joint Chiefs of Staff, and 
the military departments with respect to its implementation. 

2. The purpose of this directive, therefore, is to clarify and amplify the basic 
policies which are to govern the operation of the supply systems in the military 
departments and to delineate more clearly the delegation of authority and the 
assignment of responsibility among the Munitions Board, the Joint Chiefs of 
Staff, and the military departments. 

3. The basic policies of the Department of Defense governing the operation 
of the supply systems of the military departments have been and shall continue 
to be based on the declaration of policy contained in the National Security Act 
of 1947, as amended, which reads in part: “* * * to-provide for the establish- 
ment of integrated policies and procedures for the departments, agencies, and 
functions of the Government relating to the national security; to provide three 
military departments, separately administered, for the operation and administra- 
tion of the Army, the Navy (including naval aviation and the United States 
Marine Corps), and the Air Force, with their assigned combat. and service com- 
ponents; to provide for their authoritative coordination and unified direction 
under civilian control of the Secretary of Defense, but not to merge them; to 
provide for the effective strategic direction of the Armed Forces and for their 
operation under unified control and for their integration into an efficient team 
of land, naval,andairforeces * * *,” 

4. Accordingly, the basic policies of the Department of Defense which shall 
govern the development and operation of the supply systems of the three mili- 
tary departments are: 

(a) Each of the military departments shall operate and maintain a supply 
system and shall be responsible for the supply support of its own forces, except 
when such support is otherwise provided by specific agreements or assignments 
at force, theater, military department, or Department of Defense level. 

(b) The supply systems developed shall be such that the combat efficiency 
of the armed services as a whole is the most effective which can be obtained 
within the limits of available personnel, funds, matériel, and legislative authority, 
and the procedures and methods of operation for the system of supply practicable 
for war will govern techniques used in time of peace. 

(c) Uniform policies, standards, and procedures shall be developed to the 
extent necessary and feasible to effectively coordinate military supply opera- 
tions in order to maintain or increase effective support of military operations 
and prevent unnecessary duplication or overlapping among the services, and to 
insure the maximum conservation and utilization of matériel and manpower 
resources. 

(d) Cross, joint, or common servicing as defined in the Joint Chiefs of Staff 
Dictionary of United States Military Terms for Joint Usage shall be effected 
whenever such action will result in maintaining or increasing the effectiveness 
of support of military operations and will also eliminate unnecessary overlapping 
and duplication among the services. 

(e) Single procurement in the form of single department, joint (agency) or 
plant cognizance shall be effected whenever such action will effectively support 
military operations and will result in the elimination of unnecessary overlapping 
and duplication of manpower, facilities, and operations in the procurement field. 

5. As part of the implementation of the above basic policies, it is specifically 
desired that: 

(a) Any expansion of the existing supply systems for the procurement and 
distribution of classes of common items of supply, not already agreed upon, 
shall be made by a military department only if in consonance with paragraph 
4 (b) above and if approved by the Secretary of Defense. 

(b>) To the extent feasible and not already accomplished within each military 
department, responsibility for procurement and distribution of common classes 
of supply, including technical items, shall be assigned to a single (but not neces- 
sarily the same) technical service, bureau, or command. 

(c) Priority study shall be given to the feasibility of assigning to a single 
military department the responsibility for procurement, distribution, includ- 
ing depot storage and issue for classes of common items of supply and equip- 


ment, and depot maintenance of such equipment. Medical supply items shall 
be the first category to be studied. 
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(d@) The Munitions Board in conjunction with the military departments shall 
immediately initiate the actions required to insure that (1) common adminis- 
trative supplies and equipment are purchased through the General Services 
Administration to the maximum extent practicable, and (2) requirements for 
such items are accurately determined and furnished to the General Services 
Administration sufliciently in advance to permit that Agency to do planned 
and intelligent buying and stocking. 

6. The Munitions Board shall have primary responsibility for initiating, co- 
ordinating, interpreting and establishing priority for all actions required by or 
in collaboration with the military departments, to implement the basic policies 
set forth above. 

7. The Joint Chiefs of Staff.shall be responsible for fully cooperating with 
and advising the Munitions Board in this effort. This action by the Joint 
Chiefs of Staff will have as its primary purpose assuring that supply policies, 
standards, and procedures developed by the Munitions Board in conjunction 
with the military departments are in full aceord with approved joint strategic 
and logistic assignments made in accordance with such plans. The Joint Chiefs 
of Staff wil review the proposed system or elements of the system as they 
are developed for the purpose of determining whether or not such a system 
will effectively support military operations. 

8. The Assistant Secretary of Defense (Comptroller) shall be responsible 
for fully cooperating with and advising the Munitions Board in the studies 
and actions outlined in paragraph 5 above to the end that adequate fiscal systems 
and procedures are developed to make feasible such supply policies and pro- 
cedures as may be approved for implementation. 

9. The Secretary of each of the military departments shall be responsible for 
taking all actions required to produce the optimum coordination and effective- 
ness of supply operations within and among the military departments and all 
other agencies of the Department of Defense and for insuring that the fullest 
cooperation is extended to the Munitions Board, the Joint Chiefs of Staff, and 
other agencies of the Department of Defense in the implementation of the basic 
policies set forth above. 

10. If, in the implementation of this directive, there arise disagreements 
which cannot be settled at the leyel of the Munitions Board or the Joint Chiefs 
of Staff, the matter will be referred to me. 

11. Previous policy directives, with respect to Department of ‘Defense supply 
systems, except where inconsistent with the provisions of this directive, shall 
remain in full force and effect. 

12. Beginning September 1 and quarterly thereafter, the Munitions Board will 
submit a report of the actions taken with respect to paragraphs 5 (c) and (d), 
and the military departments on actions taken with respect to paragraph 5 
(b) (reports control symbol DD-SD-13). 

Rosert A, Lovett, 
Acting Secretary. 

Mr. Manon. Now, you may proceed off of the cuff.. 

Mr. Smatu. Unfortunately, the language of the statute for my pur- 
poses, or for what I am trving to accomplish, puts too much stress on 
the word “planning” and not enough on monitoring, and not enough on 
seeing to it that the job is done right. 

However, there have been a number of actions taken by the Secre- 
tary of Defense—the various directives issued by the Secretary of 
Defense—which have pointed up this pattern of what I call policy 
making ; seeing to it that the procedures and methods for implementing 
policy are correct, and monitoring and spot checking to be sure that the 
policies have been carried out. 

(Discussion off the record.) 

Mr. Manon. The Munitions Board has been taken to task in recent 
years for its unrealistic performance and for its failure to get the 
job done. 

Mr. Smautu. May I comment there, Mr. Chairman? Among other 
things, the Munitions Board is the catch-all for a lot of duties and 
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very few people really understand what the Munitions Board is there 
for and what it is supposed to do. It has been a convenient target 
and maa frequently been blamed for things over which it has no 
control. 

One of the duties assigned, and I believe on balance properly as- 
signed to the Munitions Board, is stockpiling. 

Now, the stockpile is a national stockpile, not a military stockpile. 
Every agency of Government is involved in stockpiling. The great 
bulk of the materials in the national stockpile are there to relieve, in 
case of an all-out war, dire deprivations of the civilian economy. 
There is by and large enough for the military in the event of all-out 
war except for a few of the rarer metals. But by and large there is 
enough material for the military if we do not consider the civilian 
requirements; therefore, the great bulk of the stockpile problem is 
for the civilian, in addition to the military, and the defense supporting 
activities. 

For a long time when materials were loose and in easy supply the 
Congress did not provide much money to procure and when they did 
provide the money with which to procure, as the Congress has now 
done, materials had so tightened up that it had become practically 
impossible in many instances to get the materials into the stockpile. 
There have been criticisms leveled at the Munitions Board for not 
doing some things for which we did not have the money. Whatever 
its desires might have been, it did not have the money. There were 
many criticisms leveled at the Munitions Board and there still will 
be. We will be criticized, as the protagonists for the stockpile, for 
things beyond our control. Actions will be taken by the mobilization 
agencies across the river—diverting materials into civilian use and 
taking it away from the stockpile that are beyond our control. Nev- 
ertheless we will be criticized as the Munitions Board for those actions. 
We know it. We accept it. 

Well, we are a convenient target, a convenient scapegoat for many 
things, and we accept it, so what? What difference does it make?’ 
We accept it although a lot of it is for things that are not in our 
province. We buy nothing. We sell nothing. We make no contracts. 
We have nothing whatever to do with actual contracts. That is all 
done by the military departments, or in the case of the stockpile by the 
General Services Administration. 

We do make policy. We do try to monitor the operations and we 
do meet resistance. 

In any such large undertaking as this there are bound to be people 
who are interested in one facet of it and do not take into account the 
other facets of it. 


ASSISTANCE TO SMALL BUSINESS 


I can show you, for example, a case which has to be handled in some 
way, but it will show you how difficult the job is. We all believe in 
small business. We all believe that small business should be preserved 
and we should do everything we can to preserve it. 

Mr. Manon. Everything that you properly can. 

Mr. Sma. Properly can; yes, sir. 

The Congress wrote into the Defense Production Act that there 
would be no subsidies for small business. In other words, give to small 
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business every opportunity to bid, but do not give them any subsidy. 
They wrote that into the act, and I think it is sound. We do try, and 
we have done an enormous amount of work, and are dog an enormous 
amount of work, to help small business. 

Does that mean that you should not work with big business? Ob- 
viously not, because big business is the only one that can make an 
airplane, or a tank, or a gun; the big weapons. Yet we are under very 
great pressures, as of now, in Detroit to put work in Detroit which is 
not small business; which is big business. The big automobile com- 
panies. 

I, for one, believe something has to be done about the 135,000 skilled 
workers who are unemployed, and you have a very explosive situation 
in Detroit. 

You have two conflicting mandates put wpon us which, even though 
conflicting, our contracting officers are supposed to handle appropri- 
ately and proper. We have been charged to help distressed labor areas. 
What about paying a price premium in distressed labor areas? Is that 
a policy that is sound and everyone agrees on? Some do and some do 
not, 1 can assure you. 


AUTHORITY OF BOARD TO PAY HIGHER OR SUBSIDY PRICES IN DISTRESSED 
EMPLOYMENT AREAS 


Mr. Manon. Do you have the authority, or does anyone have the 
authority, to pay higher prices, subsidy prices, in distressed labor areas 
for defense production ? 

Mr. Smatt. There has been a letter written by Mr. Wilson to the 
Comptroller General asking him that question, and there have been 
unswers from the Comptroller General which we, at least at the 
procurement end of the business, are not satisfied with. We have 
asked Mr. Wilson for clarification under the statute as to what we are 
supposed to do. 

We believe, panto properly and perfectly appropriately, that in 
order to avoid excessive concentration, that is, not having all our 
eggs in one basket, that instead of having our production of key 
components concentrated in one plant, we should spread them among 
several even though the production runs may be lower and therefore 
the prices we may have to pay would be a little higher. Under those 
conditions we would not be completely stopped if one plant had a 
strike, or if one plant were bombed out, or if one plant hada calam- 
ity—a fire for example. 

That is what is called spreading the mobilization base. and we have 
that authority. 

We also have the authority under the law, if there is something we 
need desperately, timewise, to pay more to the fellow who can get 
it faster than to the fellow who would take 6 or 7 months longer to 
produce it. 

Our job, as I conceive it, is to get the minimum the military needs 
und must have, the quality needed, at the time needed, at minimum 
expense to Government. If we are allowed to deviate from that for 
this purpose or that purpose, I think that we should be told the extent 
to which we can deviate, so that our contracting offfcers can be on 
sound ground. 
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Mr. Manon. Can you brief for the benefit of the committee at this 
point what authority you have to go into these distressed labor areas, 
and so forth? You have touched on that. 

Mr. Smauu. I can expand upon it. 

(The information following was submitted for the record :) 


MEMORANDUM ON THE LEGAL AND PoLIcy CONSIDERATIONS INVOLVED IN PLACEMENT 
OF CONTRACTS IN SURPLUS LABOR AREAS * 


NOVEMBER 20, 1951. 
CONCLUSION 


In view of the breadth of authority conferred upon the Department of Defense 
and the Office of Defense Mobilization by title I] of the First War Powers Act, 
the Defense Production Act, including Executive orders issued thereunder, 
coupled with the difficulty of challenging any decision to award a contract to 
a distressed area, it is the opinion of the staff that, from a purely technical legal 
point of view, the questions must be answered in the affirmative. However, any 
program designed to accomplish procurement solely on the basis of economic 
distress in particular areas would result in a number of practical difficulties, 
and conflicts with other established policies which may be outlined as follows: 

(a) Carry out your mission. 

(b) Get the most for your money. 

(c) Buy only what is needed when it is needed. 

(d) The competitive bid method of procurement is the best over-all system yet 
devised. (Direct procurement in a particular area as a practical matter would 
have to be placed by negotiation. ) 

(e) Broaden the industrial base. 

(f) Give small business its fair share. 

(g) In contracting, encourage the dispersal of industry. 

(h) Maintain economic equity as between areas and groups within the 
United States, 

(i) Avoid economic concentration and support the Government’s antitrust pro- 
gram. 

Each of the above considerations is supported by directives from the Presi- 
dent, or the Director of Defense Mobilization, or the Secretary of Defense. Each 
also has its protagonist not only in the executive branch, but in the commit- 
tees of Congress, and various pressure groups within the United States. | 

It must be realized that the greatest danger inherent in the basic proposal 
is the possible direction of the procurement process toward pelitical or social 
ends toa degree that would impair the achievement of our military mission. 

In any event, any decision tending in this direction should be made by the 
Director of Defense Mobilization since such a factor as area distress is within 
the purview of the Office of Defense Mobilization, and actually is not the major 
consideration from the point of view of the Department of Defense. 


RATIONALE 


1. Procedurally, procurement of matériel by the armed services is governed 
by the Armed Services Procurement Act of 1947, approved February 19, 1948 
(Public Law 413, 80th Cong.), and title II of the First War Powers Act of 1%1, 
as amended and extended by the act approved January 12, 1951 (Public Law 
921, Sist Cong.). 

2. Procurement is accomplished by either of two methods—advertised com- 
petitive bidding or negotiation. When competitive bid procedure is used, the 
procurement is governed by the Armed Services Procurement Act, The statute 
provides in section 3 (b) that award must be made to a responsible bidder whose 
hid, conforming to the invitation for bids, would be most advantageous to the 
Government, price and other factors considered. As a practical matter this 
means that award is made to the bidder who is responsible, responsive, and 
offers the lowest price. See Comptroller General decision B—-84343, May 20, 1949, 
in the Givren Shoe Co. case. The only concession made by the Comptroller 


1This memorandum was prepared sometime before the opinion of the Comptroller General 
was rendered on January 14, 1952, with respect to the legal authority to make awards to 
firms in surplus labor areas. 
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General in connection with competitive bid contracts was to permit award to a 
distressed area in the unusual case of equal bids. (The selection historically 
was made by lot.) See decision B-85909 of November 18, 1949. 

3. When negotiation is undertaken under the authority of the Armed Services 
Procurement Act during a period of national emergency declared by the Congress 
(which is now the situation) there is also a requirement for competition to 
achieve the same advantage for the Government contained in the armed services 
procurement regulations interpreting the statute, which regulations generally 
are consistent with the legislative history of the statute, and are approved by 
the Comptroller General (sec. 3-101 ASPR). 

4. The broadest procurement authority at present is title II of the First War 
Powers Act, as amended and extended, which provides that the President may 
authorize any department or agency of the Government to enter contracts 
and into amendments or modifications of contracts heretofore or hereafter made 
without regard to the provisions of law relating to the making, amendment, 
or modification of contracts whenever he deems such action would facilitate 
the national defense. When the original statute was passed, Senator Vanden- 
berg (representing the opposition) summed it up during the debate (December 16, 
1941, page 10100, Congressional Record) as follows: 

“IT wish to make the point that this is a complete blanket authority to the 
President of the United States to authorize any department to do anything it 
pleases in respect to war contracts * * * and at any price.” 

By Executive Order No. 10210, the President “deeming that such action would 
facilitate the national defense” had ordered that under such regulations as may 
be prescribed or approved by the Secretary of Defense, the Department of De- 
fense is authorized to exercise this authority. Regulations pursuant to this 
Executive order do not include a requirement for finding in each contract that 
the national defense is facilitated by the execution of the particular contract. 
However, this requirement is incorporated by reference, since the regulations 


‘require that the act and the Executive order be cited when acting thereunder. 


The Executive order contains the finding by the President that contracting 
without regard to existing provisions of law will facilitate the national defense. 
The regulations also require that the use of this authority be limited to situations 
where the authority of the Armed Services Procurement Act of 1947 is inade- 
quate. The intent of the regulations is to make sparing use of this unusual 
authority. This is in accordance with the representations made by the Depart- 
ment of Defense to the committee at the time that the First War Powers Act 
was amended and extended. 

5. Although an affirmative conclusion has been reached on a technical legal 
basis, it is impractical to attempt to separate the legal and policy aspects in- 
volved in a decision to place contracts solely on the basis that a distressed area 
is involved. Thus far the Department of Defense, on the basis of the nolicy 
considerations involved, has hesitated to take an extreme position. Such an 
extreme position might be challenged from a policy point of view on the basis 
that it is not consistent with the purpose of the President’s finding, or with 
the intent of the Armed Services Procurement Act. Normally, one factor in- 
volving procurement cannot be separated from the various other factors which 
deserve consideration. For instance, one of the other factors is aid to small 
business. A question similar to the one discussed herein was considered by the 
Comptroller General in his decision B-3235 of May 8, 1951. It was directed 
toward the small-business policy of the Office of Defense Mobilization. The 
Comptroller General concluded in relation to the proposal award contracts on 
the basis of small-business participation : 

“This Office will not question otherwise proper payments of contracts 
awarded pursuant to the procedures quoted above, or to similar procedures 
where the purpose is to broaden and maintain the industrial base of suppliers.” 

The Depatment of Defense has considered that the import of this decision is 
that where a legitimate defense purpose is involved, i. e., the broadening of 
the industrial base of suppliers, then direct negotiation with small-business 
firms may be permitted. A similar limitation would appear to be implied, from 
the Comptroller General’s point of view, whenever a general economic purpose 
is to be accomplished by exercise of an authority granted for the purpose of 
national defense. However, it would be highly impractical on the basis of 
legality to challenge award of contracts by negotiation on the theory that they 
were not in support of a defense purpose. Therefore, it is concluded that the 
authority to negotiate is so broad that contracts may be negotiated without 
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probable legal challenge whenever the appropriate officer determines that nego 
tiation shall be used. This would be particularly true if the Director of Defense 
Mobilization made a finding that negotiation of contracts in a particular dis 
tressed area would facilitate the over-all defense program. 

6. In addition to the Secretary of Defense and the Secretaries of the military 
departments, the Director of Defense Mobilization and the Defense Production 
Administrator would also have the authority to direct the placement of business 
in distressed areas with or without regard to other procurement factors. (No 
order relating to distressed area procurement, however, has authorized dis 
regard of other procurement factors.) Executive Order 10198, which created the 
Office of Defense Mobilization, provides : 

“2. The Director shall on behalf of the President, direct, control, and coordinate 
all mobilization activities of the executive branch of the Government, including 
but not limited to production, procurement, manpower, stabilization, and trans- 
port activities * * * 

“4. In carrying out the functions conferred upon him by this order, the Director 
shall, from time to time, report to the President concerning his operations under 
this order and issue such directives, consonant with law, on policy and operations 
to the Federal agencies and departments as may be necessary to carry out the 
programs developed, the policies established, and the decisions made by the 
Director. It shall be the duty of all such agencies and departments to execute 
those directives and to make to the Director such progress and other reports as 
may be required.” 

Section 2 (c) (8) of Executive Order 10200, which establishes the Defense 
Production Administration, provides as follows: 

“(3) Make determinations as to the provisions of adequate fac ilities for 
defense production and as to the procedures and methods followed by executive 
agencies with respect to the accomplishment of defense production programs, 
including those with respect to purchasing, contracts, and specifications.” 


MEMORANDUM ON THE EFFECT OF THE COMPTROLLER GENERAL'S Decision No. 
B107236 Re Autuority To Necorrate Contracts In Surptus Laror AREAS 


JANUARY 17, 1952. 

1. In connection with advertised bids, the Comptroller General once again 
makes it clear that the Armed Services Procurement Act does not authorize 
awards to other than the low bidders solely on the basis that the higher bidder 
might be located in a distressed labor area. Only in the case of a tie bid could the 
distressed labor area factor be considered. 

2. With respect to the negotiation of contracts under section 2 (c) (1) of the 
Armed Services Procurement Act, the Comptroller General has grudgingly said 
“ves” to the question of whether there is legal authority to make awards to firms 
in distressed areas at prices other than the lowest which might otherwise be ob- 
tainable. However, this affirmative answer is couched in restricting terms. The 
Comptroller General emphasizes that the “public interest” (as that phrase is 
used in sec. 2 (d) (1), does not normally permit the military departments to 
make awards of contracts to firms when it is known at the time that the services 
or supplies are obtainable elsewhere at a lower price. He then proceeds to per- 
mit deviations from that normal rule of procurement if the “military establish- 
ments” determine in specific instances that it is necessary in the “public interest.” 
He seems to be requiring a specific finding, by the Secretaries of the military de- 
partinents, in each individual case of a negotiated award at other than the low- 
est price to a firm in a distressed area. This, of course, is not very satisfactory 
since the agencies which have the information necessary to make determinations 
of whether certain areas should be aided are the civilian control agencies, such as 
the Office of Defense Mobilization or the Defense Production Administration. 
The prerequisite information is not particularly within the ken of the military 
departments. It may be that liaison between the ODM Surplus Manpower Sub- 
committee and the Department of Defense will obviate the basic difficulties that 
are inherent in any requirement that the department Secretaries must make a 
finding in specific cases. 

3. In general, the opinion is much more restricted in its scope than the opinion 
of the Comptroller General dated May 8, 1951, which approved the payment of 
price differentials to small businesses under certain circumstances. That 
opinion specifically endorsed, as to legality, the procedures that DPA had 
proposed to utilize in assisting small business, and tied in the concept of “public 
interest” with the purposes of the Defense Production Act of 1950. His recent 
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opinion, however, does not specifically approve the manpower utilization pro- 
cedures proposed by ODM and brought to the Comptroller General’s attention. 
Moreover, the opinion isolates the Armed Services Procurement Act completely 
from the Defense Production Act. In other words, the Comptroller General 
in his earlier opinion had recognized that the phrase “public interest” as used 
in section 2 (c) (1) of the Armed Services Procurement Act embraces the broader 
deiense actions and objectives permitted by the Defense Production Act of 1950, 
and the Executive orders issued thereunder. His latest opinion does not make 
that express acknowledgment and, in fact, casts some doubt upon it by empha- 
sizing that there is nothing in the Defense Production Act of 1950 which ‘‘author- 
izes generally the negotiation of Government contracts or a disregard of normal 
procedures.” 

4. If one of the basic problems in implementing Department of Defense policies 
with respect to the utilization of skilled labor in distressed areas is the education 
of the procurement officer to the point where be can carry out this novel function, 
then that has been set back by the Comptroller General’s decision. A reading 
of it by any procurement officer would chill any enthusiasm he may have gen- 
erated toward awarding contracts on the basis of the surplus-labor factor. 


CRITICISMS OF THE BoarD 


Mr. Mauon. Now, we are familiar with the criticisms that have 
been made and the responses that have been made. 

I would like for you to have someone on the staff prepare, as early 
as possible, a completely unprejudiced and unbiased statement as to 
the criticisms and as to your reactions to the criticisms that have been 
made with regard to the Munitions Board and its current programs. 
Will you do that? 

Mr. Smauu. Yes, sir. We have answered, of course, most of them. 

Mr. Manon. I want you to summarize it for the record so that we 
can have it in a nutshell. 

(The information following was subsequently submitted by Mr. 
Small :) 

MUNITIONS Boarp, 
Washington 25, D. C., February 5, 1952. 
Hon. Grorce H. MAHON, 
Chairman, Subcommittee on Armed Services, 
Committee on Appropriations, House of Representatives. 


Dear Mr. MAnon: During the course of my testimony on January 28, 1952, in 
support of the Department of Defense budget, you requested that the Munitions 
Board staff prepare a statement as to criticisms which have been made recently 
with respect to the Munitions Board, and our reaction or reply. The primary 
criticisms which have been made have come from the Preparedness Subcommittee 
of the Senate Committee on Armed Services, and the Bonner Subcommittee of the 
House Expenditures Committee. The extended criticism of the Munitions Board 
by these two subcommittees is accounted for by the fact that the Johnson and 
Benner committees have interested themselves in the Munitions Board specifi- 
cally, as distinguished from the Department of Defense. I am attaching for the 
use of your staff the critical recommendations of those two committees with 
respect to the Munitions Board, along with the detailed comments that we have 
made in reply. 

In the main, two fundamental criticisms have been leveled at times with 
respect to the operations of the Munitions Board. Although staff comments on 
both have been made at length in the inclosures furnished with this letter, I 
would like briefly to set them out here, and at the same time give your committee 
my reaction. 

Criticism has been made in the various quarters, and especially soon after the 
invasion of South Korea by the Communist forces, that the Munitions Board had 
been lax in achieving stockpile objectives. Concededly, stockpile objectives were 
not and have yet been met with respect to many important strategic materials. 
However, during the whole postwar period from the conclusion of World War II 
to the outbreak of Korea, the amount of funds made available by the Congress 
precluded completely the achievement of the great majority of stockpile goals. 
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Secondly, during the postwar period, American industry was embarked upon 
the postwar build-up, and the completion of its demands for many strategic 
materials prohibited us from securing for the stockpile materials that otherwise 
might have been available. Furthermore, since the Korean invasion, current 
demands of the mobilizaiton effort have made it extremely difficult to acquire 
any substantial quantities of the most critical materials for the stockpile and, 
in some instances, have forced the President and the Director of Defense Mobiliza- 
tion to order the release from the stockpile of quantities of strategic materials. 

The outlook for the resumption of stockpiling at the accelerated rate necessary 
to achieve stockpiling objectives, in the face of the competing requirements of 
the current defense economy, is not good. 

The second major criticism made at various times, and repeated recently by 
the House Subcommittee on Intergovernmental Relations and the Senate Pre- 
paredness Subcommittee, is the assertion that there has been a failure in achiev- 
ing effective procurement coordination among the military departments, and 
that this failure primarily is due to the fact that the Munitions Board does not 
possess, at present, the authority to effectively supervise the supply-management 
function. The comment has been made that the role of the Munitions Board 
should be strengthened and that, possibly, Congress should amend the National 
Security Act of 1947, as amended, in order to implement fully centralized supply 
direction and coordination. In the staff comments attached to this letter, refer- 
ence is made to the recently increased authority which the Board has received 
from the Secretary of Defense. As a result, a great deal already has been done. 
We have programed, or are programing at the present time on the hard-goods 
schedules, about 75 percent of our procurement dollar, including programing 
and scheduling for tanks, trucks, guns, airplanes, etc. As far as changing the 
National Security Act in order to strengthen the role of the Munitions Board is 
concerned, my personal opinion is that such a change is not necessary. The 
Secretary of Defense has all the power he needs to insure that there is a good 
business-management job done in the armed services. If he feels that the job 
is not being done and that the organizational structure of the Munitions 
Board is responsible for that failure, then he has the authority to change 
that structure and set it up on a basis which he feels would achieve his 
desires. However, I can offer some expanded comment concerning the organiza- 
tional structure of the Munitions Board at present. 

The need for an activity such as the Munitions Board was recognized as far 
back as 1922 when the voluntary joint Army-Navy Munitions Board was first de- 
vised as an instrument of mobilization planning, and to avoid conflicts between 
the then two military departments for productive capacity. The voluntary 
organization continued until 1947, at which time the National Security Act was 
passed, for the first time giving statutory status to the Board. Alhough direct 
succession was not provided, transfer of personnel and records was. Since its 
reconstitution in 1947, the Munitions Board has made tremendous progress pass- 
ing from a tripartite type of organization at all levels, depending upon mutual 
agreement, to an effective device for resolving conflicts on a pattern of single 
administrative function. 

As you know, there are certain fundamental conflicts inherent in the type of 
organization which the Department of Defense represents. Although the Secre- 
tary of Defense’s statutory agents and his delegates may be vested with ‘“direc- 
tion, control, and authority,” the law still provides that the three military de- 
partments “shall be separately administered by their respective secretaries.” 
Two reasons, I believe, suggest this type of organization. One is the very vast- 
ness of the total Department of Defense structure which requires administration 
in three units rather than one; and secondly, the desire of the Congress that there 
not be a complete merger of the services, lest too complete power be concentrated 
in a single governmental agency. Therefore, each progressive step toward 
authoritative direction of the efforts of the military departments in the fields of 
distribution and supply must be examined in the light of its effectiveness, as 
weighed against the desire not to interfere in the separate administration of the 
departments. One rule of thumb relied on to achieve this balance makes a dis- 
tinction on the basis of policy, as distinguished from operations. Further, in an 
organization so vast, we feel that effectiveness in direction depends in large meas- 
ure on the wholehearted cooperation of the various constituent agencies of the 
Department of Defense. 

Fundamentally it should be borne in mind that the Munitions Board is a board 
which brings together numerous, and in many cases, conflicting ideas. It adapts 
its policies to the best possible good to all three of the military departments and 
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the best interests of the Government of the United States. It does not buy any- 
thing; it does not execute its own orders; it possesses no field forces to police, 
nor does its statutory authority give it the power to police the performance of the 
three separate military departments which comprise the Department of Defense. 
The powers which Congress gave it in the National Security Act of 1947, as 
amended, embrace planning, estimating, and coordinating functions and do not 
specifically constitute it a policing agent in the field of procurement or otherwise. 
its statutory powers have been broadened by various directives and delegations 
from the Secretary of Defense of powers possessed by him. 

Before concluding, I should like to refer to one further problem upon which 
I touched during my testimony. Although military procurement itself is not the 
panacea to cure the social and economic ills which beset the Nation’s economy, 
it does have a substantial impact upon that economy. The attempt to minimize 
the impact of the military requirement upon the civilian economy during a 
partial mobilization period is a tremendously complex problem, particularly 
where there are conflicting objectives sought. I averred in my statement to the 
patent conflict between policies designed to get the quality and quantity of ma- 
tériel at the time desired, at the least cost to the Government, as opposed to 
policies designed to favor small business, broaden the base, achieve industrial 
dispersal, assist distressed labor areas and “sick” industries. These problems, 
plus the others which I covered in my statement before you, confront procure- 
ment officers throughout the United States. In the processes of carrying out 
their basic mission of obtaining the quantity and quality of material at the time 
required to sustain the physical defense of the United States, they must at the 
same time try “to be all things to all men.” The Deparment of Defense needs 
guidance through which these officers may be able to execute successfully policies 
which often are mutually contradictory. 

I apologize for the length of this letter. However, I felt that your committee 
desired a full exposition of the Munitions Board problems in which it had ex- 
pressed an interest on the occasion of my testimony. If there is any additional 
information which I can supply, I should be happy to do so. 

Sincerely yours, 
J. D. SMALL, Chairman. 


Attached hereto is a summary of the criticisms made by the Subcommittee on 
Intergovernmental Relations of the House Committee on Expenditures in the 
Executive Departments, with respect to the supply management operations of 
the Munitions Board. Attached as a separate enclosure is a staff memorandum 
summarizing Munitions Board comment on the criticisms of the subcommittee. 


MEMORANDUM 


1. Reorganization of the Munitions Board.—The committee, according to the 
report, feels that the Munitions Board “has become a sounding board for the 
special pleadings of the three services.” Furthermore, “Through departmental 
control as well as operations in the field, any program set up by the Munitions 
Board can be checkmated.” Therefore, to effect procurement unification, the 
committee recommends the following changes in the organization of the Muni- 
tions Board. To some extent thse recommended changes have already been 
effected as a matter of policy by the Lovett directive of May 31, 1951. 

(a) The Board should be strengthened. 

(b) Its name should be changed to reflect its function of “meshing” military 
supply needs with the resources of the American industry. 

(c) The Chairman’s power should be increased “by making the Board ad- 
visory to him.” 

(d) The Board’s military personnel should be under its control rather than 
responsible to a parent department. 

2. Programing of military procurement.—The committee principally blames 
the military departments for the lack of programing to date and recommends 
that the Munitions Board and Department of Defense should take more action in 
this field. The specific recommendations are— 

(a) Phased procurement spaced over longer fiscal periods, geared to seasonal 
industries and adequate warehousing, and distributed geographically. 

(b) Direct delivery from supplier to point of use to avoid warehousing and 
excessive transportation costs. 

(c) Greater use of single service procurement. 
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(d) Establishment of priorities between the procurement demands of the three 
departments. 

(e) Improved supply accounting by the military departments. 

The report notes that the bulk of these recomméndations has been effected by 
the Lovett memorandum of May 31 on procurement, but notes that the committe: 
will be keeping a careful check on its implementation. 

3. Lack of unification within each department.—The committee is very dis 
turbed by the lack of coordination of procurement by the various technica! 
branches within one military department, particularly the Army where there 
is considerable duplication of services by the seven technical corps (Engineers, 
Ordnance, Chemical, etc.). The committee recommends that all procurement 
within the Army be handled by the Quartermaster in a manner similar to the 
single procurement function fulfilled in the Navy by the Bureau of Supplies 
and Accounts. 

4. Cross-service procurement—The committee is unalterably opposed to the 
establishment of a separate supply system for the Air Force, and wants a report 
from the Secretary of Defense saying that such plans have been dropped. They 
further feel that cross servicing between the existing supply systems should be 
increased. They are at a loss to understand how the Secretary of the Nav) 
could reject the concept of cross servicing at the same time that the Secretary 
of Defense endorses it. They recommend that “Munitions Board work out a 
comprehensive program of cross servicing within and among. the military de- 
partments, and that such program be ordered into effect by the Secretary of 
Defense.” 

5. GSA procurement of common-use items.—The committee was alarmed to 
find that the military departments are still procuring great quantities of com- 
mon-use items such as pens, pencils, and similar office supplies. They recom- 
mend that GSA issue mandatory regulations covering the procurement of such 
items. The report implies that the services have sabotaged such procurement 
and made no real attempt to give GSA sufficient advance notice of their require- 
ments for GSA stocking of common-use items. 

6. Personnel overstafing.—The report attacks the existing waste of personne! 
by the military departments in connection with procurement activities. They 
point particularly to the use of trained doctors for strictly supply functions in 
connection with medical procurement. They also attack the lack of adequate 
training programs in the three departments to train competent procurement 
officers. 

7. Medical procurement.—Because of the relatively compact size of the medi- 
cal procurement problem, the committee apparently made a careful study of it. 
The report indicates that this is an area in which there could be complete uni- 
fication of procurement, and places the responsibility on the Munitions Board 
te establish policies which will accomplish such coordination and unification. 

8. Cataloging and standards and specifications activities—This is the one 
field in which the Munitions Board comes in for some criticism of its accom- 
plishments to date, although here again the committee recognizes that some 
of the delay has been caused by the Board’s lack of power. It is felt that the 
criticisms are so well known that there is no need for their repetition here, 


but the committee makes it clear that it is looking for results without any further 
delays. 


MEMORANDUM 


1. Reorganization of the Munitions Board.—(a) Responding to the Bonne) 
committee suggestion that the Board should be strengthened, the chairman in 
his testimony before the committee, referred to the May 31, 1951, directive of 
the Secretary of Defense which emphasized the necessity to relieve the Board 
members of detail and to provide for major policy decisions by the full Board. 
The Munitions Board is charged with examination of military procurement 
programs and procedure, and makes a periodic audit and review of the procure- 
ment practices at all procurement levels. Their review of planned production 
schedules is a further example of their current responsibility. Schedules rep- 
resent major items of equipment comprising 75 percent of the procurement 
dollar. Mr. Small made it clear that the Secretary of Defense possessed the 
authority, under the National Security Act, to give the Munitions Board the 
power necessary to do a job of good business management among the armed 
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services, and that if the present authority of the Board were not enough to 
accomplish that objective, there was no necessity to change the basic law, but 
he could go back and ask the Secretary of Defense for more power, if that were 
needed. 

(b) Commenting on the Bonner committee suggestion that the Munitions 
Board name should be changed, the chairman felt that he had not come across 
any particular name which more accurately described the functions of the 
Board than the name it has at present. 

(c) The comment of the Bonner committee that the chairman’s power should 
be increased by making the Board advisory to him is part and parcel of their 
first suggestion that it be strengthened. He did not specifically rejoin to this 
suggestion, but his remarks concerning the role of the Munitions Board gen- 
erally indicate that he did not think, at that time, that such a drastic change 
was necessary. He did not feel that additional changes in the functional respon- 
sibilities of the Board, other than those described in the May 31 directive, need 
be made. 

(d) In connection with the suggestion of the Bonner committee that the mili- 
tary personnel of the Munitions Board should be under the control of the Board 
rather than responsible to the parent department, the chairmen took great 
pains to point out the fact that the utilization of military personnel in the 
Board was one of great assistance to its operation and the many problems that 
arise in the daily operations of the Board where the advice of military personnel 
is urgently needed. Military personnel are able to bring to bear peculiar experi- 
ence and background which cannot be duplicated in the field of civilian 
experience. 

2. Programing of military procurement.—(a) Phased procurement spaced 
over longer fiscal periods: The use of production scheduling programs (DoD 
Form 436), and the action taken under instructions from the President and the 
Secretary of Defense to improve and increase control over all procurement pro- 
grams for items not covered by DoD 436 (such as the establishment of pro- 
sraming and procurement committees), is resulting in more adequate phasing 
of the military procurement programs. We will continue to improve the mili- 
tary procurement program through the use of these special committees, auditing 
and reviewing departmental schedules, and also by increased emphasis on the 
establishment of requirements and procurement scheduling activities under 
single procurement. 

(b) Direct delivery from supplier to point of use to avoid excessive ware- 
housing and transportation costs: Munitions Board staff activities currently 
include an investigation of the use of special type contracts to permit direct 
delivery from supplier to point of use to eliminate excessive warehousing and 
transportation costs. The improved phasing of procurement and production 
being accomplished under the control program facilitates the flow of material 
from producer to consumer and is one of the objectives of the Munitions Board 
control program. Additionally, the MB and GSA have been working in various 
udministrative supply areas to secure improved flow from manufacturer to 
military user. 

(c) Greater use of single service procurement: The Munitions Board has 
approved the plan to have a competent outside team to conduct a study to deter- 
mine the effectiveness of military procurement of clothing, textiles, and foot- 
wear with a view toward feasibility of assigning procurement responsibility on 
the basis of single procurement (single service or a joint agency). Additionally, 
the Munitions Board has engaged four university teams to conduct studies to 
determine the effectiveness of procurement arrangements under the form of 
single service (subsistence, tank-automotive, and construction equipment) and 
joint (medical). Studies to determine feasibility of purchase assignments in 
individual areas are continuing. 

(d) Establishment of relative priorities: The Munitions Board staff is at 
present working to develop a system of priorities in purchasing based on the 
projection of procurement lead time and the establishment of criteria for de- 
termining realistic deadline delivery dates. The DoD military urgencies system 
(DoD Directive 360.04-18, Secret) will be used as a guide in this development. 
The objective of this program is to establish a common code to be used by all 
the requiring services for designating the desired procurement priority on pur- 
chase requests. 

3. Lack of unification in each department.—(a) The Department of the Army 
has issued a series of special regulations (SR 700-15) setting forth the items and 
types of equipment to be purchased by each of the technical services. The Office 
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of Naval Material and the Bureau of Supplies and Accounts are currently en- 
gaged in a vigorous program of coordinating the supply operations of the tech- 
nical bureaus of the Department of the Navy. 

(b) DoD Directive No. 250.11-2, dated August 9, 1951, subject: Supply Sys- 
tems Study Project, and DoD Directive No. 250.01—1, dated July 17, 1951, sub- 
ject: Clarification of DoD Policies and Assignment of Responsibility are two of 
the basic directives governing the supply systems study project. They provide 
the MB with primary responsibility for accomplishing the objectives of the proj- 
ect which are to develop and recommend such changes to existing organization, 
policies, standards, and procedures governing the supply operations within the 
DoD as will maintain or increase military effectiveness and produce the optimum 
efficiency and economy of supply operations from the initial requirements and 
resources planning stage to final consumption or other dispositions. At the 
present time there are three comprehensive studies under way; one in the field 
of subsistence, medical and dental supplies, and automotive. Each commodity 
area is being studied by a work group consisting of MB staff personnel and per- 
sonnel assigned by the three military departments for this project. A compre- 
hensive study outline has been completed for each commodity and research in 
several functional areas has begun. In addition to the foregoing, a medical 
supply support test has been directed. 

4. Cross-service procurement.—Accomplishments in this area include a medical 
supply support test. DoD Directive No. 250.11-4, dated December 29, 1951, sub- 
ject: Medical Supply Support Test, encompassing the supply areas of depot pro- 
curement, distribution, and depot maintenance directs, in the Sixth Army Area, 
that the Army will furnish medical supply support to the Navy and Air Force in 
addition to its own operating forces. 

Utilization of maintenance facilities for office machines: DoD Directive No. 
250,16-2, dated January 19, 1952, subject: Utilization of Maintenance Facilities 
for Office Machines, established DoD policies governing the utilization of main- 
tenance facilities for office machines. 

Maintenance and replacement standards for materials handling equipment: 
DoD Directive No. 250.16—-3, dated January 24, 1952, subject: Maintenance and 
Replacement Standards for Materials Handling Equipment, established DoD 
policies concerning the basis for maintenance and replacement of materials 
handling equipment. 

5. GSA procurement of common-use ittems.—GSA and DoD personnel are eur- 
rently finalizing proposed .regulations in the supply management areas of 
(1) criteria for determining methods of supply; and (2) interagency purchase 
assignments. Subsequent to the promulgation of these regulations, individual 
studies of common-use items will be conducted between GSA and the Department 
of Defense to finalize procurement arrangements for such items. Currently, 
and prior to finalization of the above regulations, a study is being conducted in 
the field of selected office supplies. 

6. Procurement personnel.—(a) The Department of Defense wholeheartedly 
concurs in the principle of having the best qualified contracting officers. The 
military departments, however, unlike industry are hampered by personnel 
ceilings, limited appropriations, low salaries, etc. In an effort to attract quali- 
fied personnel, the military departments have authorized recruitment of person- 
nel into the uniformed Reserve ferces and permit qualified personnel to be 
commissioned in grades up to and including colonels and captains (Navy). 

(b) In regard to trained doctors performing strictly supply functions, it is to 
be noted that there are presently a total of 13 doctors now engaged in supply 
functions, among the three military services. Every effort is being made, where 
possible, to reduce this total, and replace doctors with qualified administrative 
personnel, An example of this is where the Navy Bureau of Supplies and 
Accounts is assuming the supply responsibilities for medical items. 

7. Medical supply management.—Developing coordinated, unified, and fully 
integrated medical supply system for the DoD: The work group studying medical 
and dental supply support test to be conducted by the Army in the Sixth Army 
area has completed planning for the test. Material is being moved from the 
Naval Medical Supply Depot in Oakland to Alameda. It is anticipated that 
Navy requisitions will be processed on the first of March. Detailed cost and 
effectiveness measurement plan which provides the basis for valid comparison 
of the cost and effectiveness as between the present system and the test system 
for medical supply support has been developed. The work group has also 
conducted preliminary research on the study aspect of the project. 
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8. Cataloging.—It was originally estimated that the number of military supply 
items to be identified in the cataloging program would be about 244 millions. The 
total items to be cataloged by the Federal Supply Service for the civil agencies 
is estimated at 114 millions, of which approximately one-half million are exclu- 
sively civil agency supply items. It is now anticipated that the goal established 
for identification of 2% million items by June 30, 1952, will be met; however, 
because of the additional half million items — solely by the civil agencies, 
and because of the influx of an estimated three-fourths million military items 
since the original estimates, approximately 144 million items wiil still remain 
to be identified. It is planned that the three-fourths million military items 
will be completed during fiscal year 1953; the half million nommilitary items, 
however, cannot be scheduled for completion until approximately 1956 under 
the present Federal Supply Service budgetary limitations. 


MACHINE-TOOL PROBLEM 


Mr. Mauon. I would like for you to discuss the criticisms that have 
been made with respect to the handling of the machine-tools pro- 
gram. Discuss all phases of it. 

Mr. Smauu. The machine-tool industry after the war went into a 
dramatic decline. That is normal. They had a dramatic rise and a 
dramatic drop-off. That is to be expected. It certainly is normal at 
this time that we need new tools for jet engines, and for some of these 
new weapons that are coming in, that the old tools, the general-pur- 
pose tools are not the tools you need to accomplish the specialized job. 
Therefore, if you have a stockpile of those kinds of tools they would 
do us no good whatever, as far as turning out these new things is 
concerned. You have to build new special tools for them. 

Mr. Taser. You do not have a stockpile of tools, do you, other than 
what was left over from the last war ¢ 

Mr. Sati. That is all we have, what was left over. 

Mr. Taser. They have not made machine tools for the stockpile? 

Mr. Smauu. By and large, there have been very few additions to 
the industrial equipment reserve. There have been a few but not 
many, since all items must come from surplus stocks, or be specifically 
authorized under industrial mobilization funds. 

At the time of Korea we had 136,000 machine tools and items of 
industrial equipment in inventory. Now not all items were machine 
tools. We have put into use about 70,000 items of equipment and 
tools. We have machine tools in inventory at the present time— 
about 23,000. Most of these, however, are not the machine tools which 
you would need for a jet engine, or the machine tools that you would 
need for a new steel ammunition shell case. 

There are other machine tools which could be used in the event of 
an all-out war, but most of them would not be usable in the plants 
that presently need them. 

You will remember when we went into World War IT we went 
into it all out, and they shut down a lot of civilian production and 
all the tools were taken out of the lines and put to use wherever prac- 
ticable on munitions. 

This time we are trying to do both. We are trying to hold onto a 
minimum of civilian production to keep employment up, and at the 
same time produce the military needs. That means that these tools 
which could otherwise be used are still in use in the civilian economy. 
If we were going “all out” we would take them right away, but we 
are trying to maintain this limited mobilization concept. No one 
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could believe in its soundness any more than I. I believe that we 
may well be in for a long trial of endurance, being ready at any in- 
stant should they attack, and on the other hand, being able to con- 
tinue without having our economy go into a tailspin. I believe that 
this plan is sound, but it has created some machine-tool problems. 

(Discussion off the record.) 

The contractors themselves are not unselfish. They have a very 
human tendency of wanting the latest tools that will do the job best 
with a minimum of man-hours, and a reluctance, if you like, to take 
second-hand tools, or used tools, or something else; so that has inten- 
sified the problem. 

Also, because of our desire, our strong desire, to avoid inverted 
pyramids, to avoid having one plant on some one component the key 
toa whole big program, these individual contractors have placed their 
orders with a number of firms, which means that additional machine 
tools are needed to go into a number of new firms, even though, one 
or two companies could supply the immediate needs. 

It is much safer to have the multiple sources in case one concern 
should have a strike. We have had too many cases already where 
one strike knocked us completely out of production. It really caused 
trouble with some of the programs. 

(Discussion off the record.) 

Mr. Sixes. Are not some steps being taken to relieve that situation / 

Mr. Smaui. Yes. We are trying to find all of the inverted pyra- 
mids, the single sources, which could bottleneck production. It is not 
easy, because a great many of these things are civilian type products 
which go into weapons. 


AUTHORITY OF BOARD TO CREATE MULTIPLE SOURCES OF SUPPLY 


Mr. Srkrs. Do you have the power to require that situation to be 
modified so that we are not dependent upon one plant for a key item ? 

Mr. Smaui. Yes. Wherever we can find them we are trving to 
create another source or two or more sources. 

Mr. Sixes. Do you have the power to creat that additional source / 
Is that within your authority ? 

Mr. Smauu. Well, it is a function which should be done by the pro- 
curing departments; in other words, they should be able to locate 
these inverted pyramids, but it is an extremely complicated task. In 
many instances, for some reason, we happen to find out about it, then 
we bring it to the attention of the department, and there is no re- 
sistance on their part. They realize the danger as well as we, so there 
is teamwork going on, on that particular one. 

Mr. Sires. Actually, you have no hard and fast authority to require 
the establishment of another facility. It is a matter of encouraging 
and helping; is it not? 

Mr. Smauu. Well, we have the authority in this sense: that we 
make policy and we made the policy that we should broaden the indus- 
trial base which means multiple sources where there are possible 
bottlenecks. 

Mr. Srxes. I think that is one of the most dangerous things to 
security now existant in this country. 

Mr. Smatw. I agree, sir. 
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That policy was adopted by the Munitions Board about 3 weeks 
after I got there in December 1950 about a year ago. 

Mr. Sixes. As of now, how long will it be before such bottlenecks 
cannot happen in view of known developments? 

Mr. Smauu. Well, I do not believe that question is susceptible to a 
definite answer. 

Mr. Sixes. Let me rephrase it. Can we say that positive steps 
are now being taken to prevent such bottlenecks from occurring in 
the future ¢ 

Mr. Smaux. To prevent them and to cure those that we find; yes. 
| can give a very definite and affirmative “Yes” to the question. 

Mr. Srxes. Do you think within the period of this fiscal year 1953, 
we will have erased the peril point on bottlenecks caused by one 
facility crippling a whole segment of the defense production ¢ 

Mr. Smauu. No, sir: I am afraid not. I am afraid there are some 
key points for —e where the know-how exists in one plant and 
does not exist anywhere else in the country. Also it is manifestly 
impossible to foresee every possible choke-point. We are doing our 
best. 

Mr. Manon. The fact of the matter is it is rather widespread. For 
example, one plant that makes certain airplanes and certain other 
things. 

(Discussion off the record.) 

Mr. Sixes. I think that a great deal of emphasis should be put on 
relieving that situation. 

Mr. Smart. I can asssure you that a great deal of work is being 
done on it—but will it all be done wthin this fiscal year?—no. There 
are too many hundreds of thousands of spots where it can occur. 


REQUEST OF THE AIR FORCE FOR VERTICAL TURRET LATHES 


Mr. Manion. I would like for you to now turn to the machine tool 
problem with respect to the number required and with respect to the 
criticism that I raised—that the Air Force has been accused of saying 
that they wanted 800 and now they want only 8, and things of that 
kind. 

Mr. Smauy. Well. that is one that there is a great deal of confusion 
about, 

Here is a memorandum that I got on the twenty-fourth of January 
on tool orders with Fisher Body for 42-inch Bullard cut master ver- 
tical turret lathes. 

Mr. Manon. What is this gadget designed to accomplish ? 

Mr. Smauu. It might be called the Tiffany of vertical lathes. It is 
the one which all of them have thought is the best lathe for this par- 
ticular purpose. 

Mr, Manon. It is used in the manufacture of what! 

Mr. Satu. Metal cutting. It is used in the manufacture of 
engines, tanks, and practically all the big stuff. 

Mr. Manon. Airplanes? 

Mr. Satz. Yes, sir. Another sidelight on it is that another ma- 
chine has been developed that may out-Bullard the Bullard. There- 
fore, they are not so anxious to get the Bullards as they were. It isa 
cheaper, more economical, although possibly not quite so flexible, a 
machine tool. 
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(Reading from document.) 

Mr. Smatu. In other words, this is not a clear, simple case. I think 
that the Air Force in its request for 700 tools of this kind has an 
explanation. 

They wrote to the DPA in September. The Air Force wrote and 
they said specifically that the Air Force “will be in a position under 
present planning to take all this type of machine that can be pro- 
duced in the months ahead.” 

Mr. Suerrarp. Pardon me; what type of machine are you referring 
to? 

Mr. Smatu. The Bullard. 

Mr. Suepparp. The standard machine, which is now outmoded by 
the new one! 

Mr. Smatt. I do not know whether it is outmoded or not by the 
new ones. That is just a rumor. The manufacturers now see a new 
one coming over the horizon and do not want so many of the old ones. 
But the Air Force did go on record that they could use several hun- 
-dred odd of these machines. 

Mr. Suerrarp. Why did they commit themselves to that potential 
when they have a cheaper machine with better production ? 

Mr. Smauz. They did not know it at that time. 

Mr. Suepparp. Is that declaration definitive? Is that a firm com- 
mitment ? 

Mr. Smartt. The DPA took it as a firm commitment by the Air 
Force and proceeded on that basis. Now they say, for reasons that 
they have, that they want to make their best way out of it. I think 
all the Bullard machines and Fischer parts will probably be used. 

Mr. Manon. The Air Force at this time admits it ordered 800 and 
at this time can only use 8? 

Mr. Smarty. That is the record as I understand it. 

Mr. Matron. That isthe record. Does that not place the Air Force 
in an indefensible position ? . 

Mr. Smau. One that will require their explanation. 

Mr. Manon. Can you supply us with any reasonable explanation 
of the action of the Air Foree with respect to this matter? 

Mr. Smaux. I honestly have not yet been able to get a clear answer 
that to me is compelling. 

On the 24th these meetings I was reading about on this memoran- 
dum, which I do not think should be in the record, were held, or on 
the 22d and 23d of January. On the 24th I asked all three depart- 
ments for information. I said this: 

(Reading letter. ) 

Mr. Smautu. We are trying to get them pinned down as of now as 
to exactly how many they need. We do not know at this minute. 

Mr. Manon. I think that the substantial meat of your testimony 
should be in the record. I wish you would see that it is. We do not 
need the official documents in the record. 

Mr. Smauz. All right, sir. 

(Discussion off the record.) 

(The following clarifying statement was subsequently submitted 
by Mr. Small.) 


I am not familiar with all of the details on the 42-inch Cutmaster Bullard 
turret lathe problem but the general picture, as I understand it, is about as 
follows. 
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During the summer of 1951 it became apparent that the production of machine 
tools would have to be greatly speeded up. Proposed methods of speed-up 
involved the increased use of subcontractors for tool parts, and the licensing of 
new contractors to build tools. It was recognized that costs of tools so built 
would be higher than normal. 

One of the tools in greatest demand by the Air Force contractors was a 42- 
inch vertical turret lathe. Their requirements as stated to the Air Force would 
have filled the order board of Bullard until 1955 or 1956. 

Accordingly, the National Production Authority decided to place a pool 
order for 757 Bullards to be produced by the Fisher Body division of General 
Motors Corp. as a subcontractor of Bullard. It was recognized that the Bul- 
lards to be produced by Fisher would cost considerably more than those pro- 
duced by Bullard. Nevertheless because of the clamor from their contractors 
for Bullards the Air Force endorsed NPA’s decision to place the pool order. 

Since that pool order was placed the Air Force contractors who needed tools 
urgently sought for substitutes as well as foreign tools in order to meet their 
production schedules. Apparently they found them as the requirement for 
Fisher produced Bullards has been materially reduced. 

I think that is the story. 

Mr. Manon. We recognize, Mr. Small, that you have a difficult job. 
I personally want to say that. 1 have great respect for your ability 
and your devotion to your duty. I know it is inevitable that some 
complaints will be made. We, of course, wish you every possible 
success. We want to cooperate with you in an effort to help you do 
a good job. 

Mr. Sheppard ? 


INTERNAL ORGANIZATION OF THE BOARD 


Mr. Suervarv. | do not know too much about your internal set-up, 
but I am somewhat curious about it, if you do not mind my inquiring 
into it, Mr. Small. 

If my interpretation is correct, you have a series of committees 
within your organization which have to do with screening of certain 
proposals and certain idiosyncrasies which develop as time goes on, 
and the making of reports, to you, do you not ¢ 

Mr. SMau. We have a few such committees. By and large the 
bulk of the work is done by the staff of the Munitions Board and not 
by joint military committees as such. 

Mr. Suepparp. I see. 

Mr. Sma. The staff of the Munitions Board is partly civilian 
and partly military. The military are supplied by the military 
departments. 

Mr. Suerrarp. What I am trying to arrive at is this: In the review 
of any particular issue which would fall within the category of the 
Navy, for example, you have military personnel and you have civilian 
personnel. Again, in view of the human equation which you have 
referred to from time to time, is it not rather difficult for a heutenant 
commander, for example, to tell an admiral what he can and cannot 
have even in his recommendations ¢ 

Mr. Sma. Well, point No. 1 is that he would not tell the admiral ; 
I would tell him; or one of my top staff would tell him. 

Getting to the fundamental of what I think you are driving at, 
it is an extremely difficult position that these military officers are put 
into when they come to the Munitions Board and have to take off 
their Army or Navy or Air Force hat and put on a Department of 
93946 
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Defense hat. Wearing that hat they must be objective, must weigh 
things on their merit, must sometimes reach conclusions that are 
unpalatable to their own service. It is an extremely difficult position 
for them to be put in. It is one which is inherent, and I do not see 
how we can avoid it. 

I admire these men for their courage and honesty and sincerity, 
because most of them do try to do an objective job and tell the truth, 
and sometimes it hurts their careers. 

Mr. Suerparp. I have heard that on many occasions, and it is 
extremely unfortunate. Of course, the only cure for that would be 
the replacement of that personnel with civilians whose interests 
would be nonmilitary. 

Even though these men do not take advantage of their rank, and 
I am assuming that the major portion does not, nevertheless it has 
redounded to their detriment on several occasions, if what one hears 
is reasonably true. 


MILITARY PERSONNEL ON BOARD 


What is the necessity for carrying a heavy military personnel in 
your organization under existing law and the authority you have 
for employment ? 

Mr. Smatu. Well, the major reason, I think, is one of having in 
the staff of the Board people who know the military side of the game, 
who have had practical military experience. 

People who only know the engineering side of the game or the 
commercial side of the game all too frequently do not realize all the 
implications. 

Let me give you an example: Back quite a number of years ago a 
young officer in the Navy, before the last war, said : 

We are having a lot of trouble and spending a lot of money on repair and 
replacement for salt-water lines running through the ship. The laboratory 
tests have been run. Very exhaustive laboratory tests have been run, and 
stainless steel is the answer. If you put stainless steel in you will not have 
all this corrosion. You will have something there for the life of the ship. 

He was obsessed with the idea, and he fought it through, and 
they finally put it in a ship. There was the stainless steel salt-water 
pipe. 

About 3 months later the ship came into the navy yard in a mess. 
The stainless-steel piping had corroded out. 

What was the reason’ The reason was something that the labora- 
tory, the commercial user, had never taken into account, and that is 
that in the hull of a ship, a battleship or a cruiser or whatever it is, 
there are many, many stray electrical currents which you cannot avoid, 
and these electrical currents get into the stainless-steel pipe and 
electroylsis cuts holes in the pipe. 

In an ivory tower you cannot through experience know some of 
these things. On that one we learned our lesson. 

Mr. Suerprarp. In other words, then, vou figure that the present 
utilization of manpower is such that the good overshadows the bad / 
That is your conclusion ¢ 

Mr. Sma... I think so; yes, sir. 
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Mr. Suerparb. Well, you are in a position where you ought to know. 
You are the fellow who is suffering the repercussions of criticism, 
with few commendations. 

Mr. SMa.L. It is no bed of roses. 

Mr. Suerrarp. Off the record. 

(Discussion off the record. ) 


Derrorr UNEMPLOYMENT SITUATION 


Mr. SHerrarp. With reference to the Detroit employment situa- 
tion and the present analyses of the legal status of it, what has been 
your experience in the position you occupy relative to whether or not 
the automotive industry has been reluctant to take on military pro- 
duction requirements as against their own estimated civilian pro- 
duetion ¢ 

Mr. Smauu. Well, I think, in answer to that question, the record 
is perfectly clear. They have taken on a tremendous amount of muni- 
tion production, but they have not put it all in Detroit. The great 
bulk of it has gone elsewhere, and not in Detroit. 

Mr. Suerparp, In other words, what they have done is reached into 
the rapid amortization and the new construction and transferability 
functions in order to keep them separated from their civilian produe- 
tion; is that not true? 

Mr. Smauu. I think it is a fair statement, let us put it that way. 

They expected automobile production to continue at a higher level 
than the availability of materials has permitted. They were working 
at a concept of guns and butter; let us keep both of them rolling. 
There is a great deal to be said for it. And, also, there was a disper- 
sion factor of not having too great a concentration of key weapons 
in Detroit and vicinity, 

Mr. SHervraxp. I think that is undoubtedly true, economically 
speaking, with the reservation of the way they put them into different 
geographic al areas. In other words, there have been some instances 
where there has been practically created new industrial functions 
which have required housing, public utilities, and all the prerequisites 
that go into a function of that character. If one analyzes that to its 
termini, one sometimes finds it might have been advisable to have kept 
it in the original place, because so far as the security risk is concerned 
the day of spotting our stuff does not amount to as much as it did 10 
years ago, insofar as susceptibility and security risks pertain, 

I can see that where you have mass production within a limited 
geographical area naturally it is going to be more vulnerable than 
dispersement. 


DISPERSAL OF INDUSTRY 


By the way, what is your concept on that issue of dispersement 
and mileage? Have you had any thought on that at all? 

Mr. Smaui. Yes, sir. From our knowledge of the bomb, the area 
that one plant should be away from another ‘depends, of course, upon 
topography. If itis ona plain, of course, it should be further away 
than if there is a hill between. But I believe that if you take any 
industrial community, no matter where it is, and take into account 
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the transportation facilities, sewer, water, housing, et cetera, if you 
can move out from the concentrated bere if will be all right. From 
the Chicago Loop you could move it out into the west and north and 
south 10 or 15 miles, wherever practicable, still economically, in view 
of the transportation, labor supply, and so on, and it would ‘be highly 
desirable to do it. 

Mr. Suerparp. Then you would consider a 50-mile range, generally 
speaking, within the feasibility of dispersement, would you not ¢ 

Mr. Smauu. Surely; normally speaking. 

Mr. Suerparp. Is that concept pretty fairly evidenced by those who 
have conferred with you with reference to dispersement ? 

Mr. Smauu. The Government dispersal policy, I think, explains that 
very clearly, Mr. Sheppard, that you do not have to go 100 miles 
away. 

Mr. Suerrarp. That explains it, Mr. Small, but I wonder if in the 
actual application it is being adhered to. 

Mr. Smatu. Our people are trying to. 

Mr. Sueprarp. The thing which brings it so forcibly to my mind 
is the facts as to an aviation company in : California, where they have 
centered within that operation a large amount of technical engineering 
which is very difficult to obtain, if my information is correct. 

Mr. SMA... Yes, sir. 

Mr. Suerrarp. The dispersal proposal for an expansion of that 
operatiori, such expansion being essential, of course, is to an area some 
thousand miles away from the place, w hen in reality there are facilities 
within 6214 miles which would permit them to work, as it were, with 
the scientific engineers within that area, where otherwise they have 
to transport them back and forth that 1,000-mile distance. 

The final determinations are nearing completion. In my thinking, 
and predicated upon statements of those who establish policy, the 
mileage feature of the dispersement plan is not being completely fol- 
lowed. by those who are issuing those contracts on the lower echelons. 
That is my point. In other ‘words, has this information on policy 
gotten down to those lower levels so that they are adhering to it? 

Mr. Smaty. Well, the information as to this dispersal policy, which 
is not the 1,000-mile concept, but is the 10-mile concept, has been given 
out. They have been ordered to read it, to understand it, and to 
implement. it. 

Mr. Suerparp. Has it been a general order issued to those who have 
to do with the issuance of expansion on the lower echelons? Has there 
been a general order? 

Mr. Smauu. Yes; we put one out to the Munitions Board, and the 
departments in turn put it out to their procurement people. We can 
give you a copy of that. 

Mr. Suerrarp. Would you mind supplying a copy for the record? 

(The matter referred to follows :) 
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rou DEPARTMENT OF DEFENSE DIRECTIVE 
om WASHINGTON, D. C. 
nd 
SEPTEMBE 95 
ew EPTEMBER 11, 1951. 


hiv Title: 200 Security. 

uy Subtitle: O07 Industrial Security. 
Number: 200.07—4. 

lly 


INDUSTRIAL DISPERSION POLICY 


| 1. The President’s letter promulgating the attached industrial-dispersion policy 
10 is quoted below : 


THe Wuire House, 





at Washington, August 10, 1951. 

les ' 
To the Heads of Nxecutive Departments and Agencies: 

he There is hereby promulgated, effective immediately, the attached industrial 
dispersion policy which I have approved on the recommendation of the Chair- 
man of the National Security Resources Board, the Director of the Office of De- 
fense Mobilization, and the Chairman of the Munitions Board. 

nd This policy shall be adhered to.by all departments and agencies with respect 

ve to programs under their control. 

n The Director of the Office of Defense Mobilization, in carrying out his task 
of directing, controlling, and coordinating all mobilization activities of the 
executive branch of the Government, shall establish general standards with 


respect to dispersal, which shall be followed in the granting of certificates of 
at necessity, in the allocation of critical materials for construction purposes, and in 
the making of emergency loans growing out of defense production. 





me I shall look to the Chairman of the National Security Resources Board to keep 
les me advised on the progress of this program. 
th Harry S. TRUMAN. 
ve 2. Particular reference is made to “measures” 2 and 3 of the policy statement 
which are of direct concern to the Department of Defense. 
1o 3. Primary consideration to dispersal factors will be given in locating facilities 
5) built by the Departments of the Army, Navy, and Air Force. General guidance as 
he contained in a brochure, entitled: “Is Your Plant a Target,” dated August 1951, as 
ol - published by the NSRB, copy attached, will be followed where applicable in the 
ns. location of command and industrial installations of the military departments. 
ev Additional guidance will be submitted as subsequently developed by ODM, which 
. is responsible for the establishment of general standards of dispersion as directed 
by the President. This supersedes Munitions Board directive of January 24, 
ch 1949, subject: Policy Guidance in the Location and Dispersal of New Construc- 
en tion, as moditied by Munitions Board directive dated August 16, 1950, same sub- 
to ject. : : 
4. Reference is made to Secretary of Defense memorandum, subject: Broad- 
ening the Industrial Base of Procurement Programs, dated December 18, 1950, 
ve which established the policy that contracts be spread across industry as widely 
re as possible in order to accelerate the procurement program. For security reasons 
in the awarding of defense contracts, the above-referenced memorandum is modi- 
fied by adding to the negotiated placement policies included therein the con- 
he sideration of contract performance in facilities located in dispersed sites. 
an 5. In addition, planning under the Department of Defense allocation program 
shall be conducted so as to make the most practicable use of facilities located in 
1? dispersed sites. Guidance as discussed in paragraph 3 above, will be followed 


in determining sites that are considered acceptably dispersed. 
For the Chairman, Munitions Board: 
C. W. MippLeton, 
Vice Chairman for Production and Requirements, Munitions Board. 
For the Secretary of Defense: 
K. R. Kreps, 
Colonel, USAF, Deputy Director, Executive Office of the Secretary. 
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STATEMENT OF POLICY ON INDUSTRIAL DISPERSION 


The strength of our national defense and in fact our continued existence as a 
free nation depend largely upon our industrial capacity. The core of this 
eapacity, so essential to our survival, lies within a relatively few densely built 
up centers. 

Since 1945, we have experienced a period of unprecedented industrial expan- 
sion, but, except for a few examples, there has been no pronounced trend away 
from these concentrations. Some 18 billions in new plants and equipment 
were spent annually during the past 4 years, largely in areas already highly 
industrialized. 

Although we,are increasing our defense efforts, the danger of atomic attack 
grows and demands that new and more positive policies be put into effect to 
obtain added security for our industrial establishment without jeopardizing 
its productive efficiency. 

In September 1948, the Government, through the National Security Resources 
Board, issued a report, National Security Factors in Industrial Location. The 
report stressed the fact that dense agglomerations of industrial plants were 
inviting targets for the enemy and that plants separated in space would better 
survive at atomic attack. 

These general conclusions are as sound today as they were 3 years aga 
On these first principles of security our basic policy still must rest. 

Since publication of this report, several factors have added to the urgency ©* 
the problem: 

1. The evidence that Russia had a successful atomic explosion. 

2. The probability that a strong enemy air attack could penetrate any defense. 

3. The outbreak of hostilities in Asia as an indication of the semipeace con- 
ditions under which we are living. 

Obviously, in the light of the above, what was, in 1948, a set of desirable 
objectives, is today a subject of major concern and one vital to our national 
security. 

It is recognized that the major centers of industrial production have become 
highly integrated and that a part of their efficiency is due to their concentra- 
tion. A dispersion policy to be effective and realistic must not be allowed to 
cripple the efficiency and productivity of our established industries, lest the 
remedy become worse than the ill. Our policy, therefore, must be directed 
mainly toward the dispersal of new and expanding industries. 

Sites which meet dispersion security standards can be found in local market- 
ing areas adjacent to industrial or metropolitan districts in all sections of the 
country. 

Thus, this policy can be made to fit the economic and social pattern of any 
part of the country. 

The fullest cooperation of industry, labor and local and State governments, 
together with all of the measures which the Federal Government can take, will 
be needed to alleviate the present situation. With the necessary technical guid- 
ance as well as the positive inducements which we will give, much can be accom- 
plished. 

All departments and agencies of the Government concerned with this prob- 
lem will be called upon in carrying out a coordinated policy leading to effective 
industrial dispersal within the concepts described above. 

To this effect, the following measures will be taken: 

1. To the greatest extent practicable, certificates of necessity, allocations of 
critical materials for construction purposes, and emergency loans growing out 
of defense production will be confined to facilities which meet satisfactory 
standards of dispersal. 

2. Primary consideration to dispersal factors will be given in locating facili- 
ties built by the Federal Government. 

8. Defense contracts will be awarded, and planning under Department of 
Defense production allocation programs will be conducted in such a manner as 
to make maximum use of facilities located in dispersed sites. 


ASSISTANT SECRETARY OF THE NAVY 


NOVEMBER 1, 1951. 


To: Commandant Marine Corps, Commander, Military Sea Transportation Serv- 
ice, Chief, Naval Personnel, Chief, Bureau Yards and Docks, Chief, Bureau 
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Ordnance, Chief, Bureau Ships, Chief, Bureau Supplies and Accounts, Chief, 
Bureau Medicine, Chief, Bureau Air, Chief, Naval Research, Chief, Executive 
Officer, Armed Services Petroleum Purchasing Agency. 

Subject: Industrial dispersion policy. 

Ref. (a) ODM letter M412: HFS: JG, Serial 3308, 11 Sep 51, to Addressees En- 

closure 1, Department of Defense Directive 200.074, 11 Sep. 51. 

1. The President's statement of policy on industrial dispersion, and the Muni- 
tions Board’s implementing directive, both as set forth in Enclosure 1 hereto, 
are forwarded for information and compliance. 

2. Specifically, consideration shall be given to the policy set forth in Enclosure 
1 with respect to actions which may be taken by addressees relating to the fol 
lowing: (i) Contract placement, (ii) Financial assistance to contractors, (iii) 
Certificates of necessity, (iv) Allocation of allotment of materials, (v) Produe- 
tion allocation planning, and (vi) The location of Government-owned facilities. 

3. Copies of the brochure prepared by the National Security Resources Board, 
“Is Your Plant a Target’, dated August 1951, have been sent to all addressees 
previously. A limited number of additional copies are available in this office. 

4. Reference (@) which promulgated an interim industrial dispersion policy, 
is cancelled and superseded by this directive. 

H. R. ASKINs, 
MGPD Category, General Provisions. 


NOVEMBER 1, 1951. 

Subject : Industrial dispersion policy. 

To: Commanding General, Air Matériel Command, Wright-Patterson Air Force 
Base, Dayton, Ohio. 

Attention: MCP. 


1. Transmitted herewith for your information and appropriate action is a 
copy of Department of Defense Directive No. 200,07—4, subject as above. 

2. Under the provisions of this directive, the Air Force will follow the Presi- 
dent's dispersal policy, where applicable, in: 

(a) Locating their command and industrial installations. 

(>) Placement of negotiated contracts. 

(c) Planning under the Department of Defense production allocation program. 

3. In order that dispersion factors may be considered for the program men 
tioned in paragraph 2 (c) above, it will be necessary to include under **Remarks” 
section of the Production Allocation Survey Form (DD Form 404) a statement 
as to whether or not facility is considered adequately dispersed. The inclusion 
of this statement in the “Remarks” section is necessary for new and resurveys 
only. In these cases where DD Form 404 is not used it is appropriate to include 
the statement on dispersal in the “Remarks” section of DD Form 406. 

4. In connection with the placement of negotiated contracts, attention is 
invited to paragraph 4 of the attached DOD directive. This paragraph states 
in effect that the Secretary of Defense memorandum of December 18, 1950, sub- 
ject: “Broadening the Industrial Base of Procurement Programs” is amended to 
include consideration of contract performance in facilities located in dispersed 
sites. 

5. Office of the Assistant for Air Bases, Ha USAF, is responsible for imple- 
menting the dispersion policy as it pertains to location of commanding instal- 
lations. 

6. Letter of August 20, 1951, from this Headquarters, subject: Industrial 
Security, explains that the Offices of Defense Mobilization is preparing general 
standards of dispersal for use in granting certificates of necessity, allocation of 
materials, and emergency loans. These general standards have not as yet been 
developed. If there are any questions regarding this or other aspects of the dis- 
persion program it is suggested that they be forwarded as soon as possible. 

7. It is also requested that a copy of AMC implementing instructions be for- 
warded to this headquarters when issued. 

8. The Munitions Board has indicated that the departments will be called 
upon periodically to report progress made in applying the new policy. 

By command of the Chief of Staff. 

: Troup MILLER, Jr., 
Brigadier General, USAF, Director, Industrial Resources 
Office, Deputy Chief of Staff, Matériel. 
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Subject: Industrial dispersion policy. 

To: Comptroller of the Army, Assistant Chief of Staff, G-3, Assistant Chief of 
Staff, G-2, The Adjutant General, Chief of Ordnance, Chief of Engineers, 
Quartermaster General, Chief Chemical Officer, Chief Signal Officer, Chief of 
Transportation, The Surgeon General. 

From: G-4. 

Date: September 26, 1951. 

Comment No. 1: Lieutenant Colonel Fitch (54333). 

1. The attached copy of Department of Defense directive, subject: Industrial 
Dispersion Policy, No. 200.07-4, dated September 11, 1951, is furnished for your 
information and guidance. 

The superseded Munitions Board directive of January 24, 1949, subject: 
Policy Guidance in the Location and Dispersal of New Construction, as modified 
by Munitions Board directive dated August 16, 1950, same subject (referred to in 
par. 3, attached DOD directive) were transmitted to the Technical Services by 
G4 dispositions forms subject: Location and Dispersal of New Construction 
dated February 4, 1949, and September 15, 1950, respectively. 

3. The Secretary of Defense memorandum subject: Broadening the Industrial 
Base of Procurement Programs dated December 18, 1950 (referred to in par. 4, 
attached DOD directive) was transmitted by Department of the Army letter, 
G4/E1 660387, subject: Declaration of National Emergency and Broadening the 
Industrial Base of Procurement Programs dated December 18, 1950. 

4. Copies of the NSRB brochure entitled “Is Your Plant a Target?” dated 
August 1951 (referred to in par. 3, attached DOD directive) were distributed 
to the Technical Services by disposition form date August 21, 1951. Note: Two 
of these brochures are herewith enclosed for information of those of this memo- 
randum distribution list other than the Technical Services. 

For the Assistant Chief of Staff, G++: 

H. 8. Bisnip, Jr., 
Colonel, GSC, Chief, Production Branch. 


MACHINE TOOLS BOTTLENECK 


Mr. Sueprarp. Now, with reference to the tool situation, which has 
been discussed by Mr. Mahon, is it reasonable to assume that the 
real tension, shortage, or whatever you may call it, in the tool category 
is more emphasized in the jet functions than any other in our total 
industrial production requirement? I am speaking purely of tools 
now. 

Mr. Smatu. Well, I would say it is the wheel which is squeaking 
the loudest at the moment. 

Mr. Suerparp. Insofar as our tanks are concerned, where tools 
apply there, they are pretty generally in the same categories as 
in the previous tank production, are they not? 

Mr. Smau. Pretty generally, sir. 

Mr. Suepparp. Pretty much a standard tool-up requirement ? 

Mr. Smauu. Except for the new tools which might perform, for ex- 
ample, 24 operations at one time, rather than doing them in-24 differ- 
ent operations which would increase the cost of the tank. 

Mr. Surpparp. I see. 

Mr. Smauu. That is the kind of special-purpose tools a lot of these 
people want, and quite properly want, because it does reduce the 
cost to the Government. But you cannot get all of that superduper 
stuff at once. They have to makeshift, to make-do with whatever they 
can get until they can get the tools and get the tanks out cheaper. 

Mr. Suepparp. Excluding the tanks and the jets, what would you 
consider the next pr oduction requirement within the military frame- 
work which has the same demand on tools, or the equivalent thereof? 

Mr. Smauu. Well, guided missiles is a good example. 
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f of Mr. Suerrarp. That is in the electronics field ? 
pers, Mr. Sma. Partly, but it includes both making the airframe and 
it of also some of the electronic gear and radar gear which goes into the 

airplane and the guided missile. 

Mr. Suerrarp. When we refer to tools in this general discussion 

we are having, you are referring more specifically, of course, to the 
trial cutting categories than you are to the so-called monkey wrenches, 
your | sand so forth? 
ect: Mr. Smaty. Yes. Iam taking about machine tools as such; rather 
ified than hand tools. 
fo in 
8 by HAND 'TOOLS 
‘tion 
rial Mr. Sueprarp. The hand-tool aspect of our requirements is pretty 
r. 4, well taken care of, is it not, as a whole? 
tter, Mr. Smauu. Fairly well. We have no great difficulty with hand 
the tools. We do have with certain production equipment. 
ae On the test gear, the electrical test gear, particularly, which you 
uted § need in testing as you go along, or with gages and various kinds of 
ine equipment that you use on a production line, which are not tools in 


the same sense as machine tools, there is some problem. Those do 
not cut, but they permit you to inspect rapidly. 

Mr. Sueprarp. What is the general status of our calibrating tools? 
h. Mr. Smatu. I would say by and large we are not so badly off on 
the calibrating tools. The major portion of the problem there, the 
acute problem, is in the cutting tools rather than the calibrating gear. 





_ SHORTAGE OF MATERIALS FOR JET AIRCRAFT 
wat Mr. SHEPPARD. What development, if any, has come along to give 
tin us better heat-resistant materials in our jet operations? mae 

Mr. Smauy. Well, in the jet engine, what we are dealing with is 
at extremely high temperatures. We are dealing with alloys which can 

© be used which will withstand these terrifically high temperatures. 
iit For maximum thrust, maximum performance, which our engineering 
on people were looking for, they put in various things to give us the 
r thrust with the minimum of weight, and withstand the maximum of 
temperature. 

We have long known of the shortage of these particular alloys which 
lie, was ahead of us, and have been long warning the air people that they 
ll must design away from these particular alloys, because there is not 

enough to possibly meet the needs. They are designing away from 
the tightest of the alloys into the less tight. There is no magic wand 
oe to do that with, because they have the problem of how many hours 
a can you keep the aircraft flying, and what risk are you putting the 


“1 pilots up to if you. take away too much performance in order to get 
P a reduced amount in the alloy. I, for one, have been hopeful that 


hey they would find ways of using other materials to withstand these 
high temperatures, that they would find ways of substituting mate- 
oe rials which are not in short supply. But so far we have not gotten 
of? any simple solution. 


Off the record. 
(Discussion off the record.) 
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Mr. Smauu. A great deal of progress has been made, but we have 
not gotten the answer yet as to the ultimate answer in the event of 
“all-out.” I am sure we would have jets flying. It is a subject on 
which a tremendous amount of work is being done by everybody con- 
cerned—research and development, the Munitions Board, the services, 
and the contractors. 

Mr. Suerrarp. Of course, one has to take into consideration that 
when you get into a production necessity of the magnitude we are 
presently handling, and then try to have your domestic economy go 
along on a reasonable equivalent of its past operations, you are up 
against a terrific impact of requirement which has to be solved scien- 
tifically and otherwise. True, it is extremely difficult and provoking 
now, but the result of the impact of scientific production of the World 
War gave us peacetime functional operations we would not have had, 
likely, for the next 50 years had the domestic application been left to 
its own concepts. 

Mr. Sma. That is right, sir. 

Mr. Suepparp. So there is a compensating factor, although it is 
sometimes delayed and quite troublesome when you are trying to mix 
them up. 

You have a tough job, and I sympathize with your problems. As 
you say, you are at the place where you get a lot of criticism. A lot 
of the criticism has its base on the lower-echelon function, which ulti- 
mately comes up and bounces off the side wall of your citadel over 
there. 

( Discussion off the record.) 

Mr. Suerrarp. I have no further inquiry at the moment, Mr. Chair 
man. 


Mr. Sixes. I have only a few questions, Mr. Chairman. 

I want to commend you for your statement. I think it was a good 
statement. I like your straightforward way of answering questions, 
too. 


Bupeerrs ror 1951, 1952, ann 1953 


Mr. Small, I would like to know something about your cost and 
personnel picture for fiscal 1953 as compared to fiscal 1952. How 
much money did you request for fiscal 1953? I believe your salaries 
and expenses are carried in the Office of the Secretary of Defense, are 
they not ? 

Mr. Sma. That is right. It was my understanding that these 
figures and the costs and so on were going to be presented by the Office 
of the Secretary of Defense in the composite of what they are doing in 
the whole office. 

Mr. Sixes. However, I would like at this time to get into the record 
what you estimate your cost for the fiscal year 1953 will be, compared 
to fiscal year 1952. Do you mind giving me that? 

Mr. Smatu. No, sir. The estimated Slaeicn in fiscal 1951 is $5,- 
172,497. In 1952 it is $5,981,300. In 1953 it is $6,332,500. 


NUMBER OF PERSONNEL AND EXPENDITURES 
Mr. Sixes. What are your personnel requirements, military and 


civilian, for each of the 3 years? 
Mr. Smauu. Fiscal 1951 is 724. 
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Mr. Suxes. Is that military and civilian ? 

Mr. Smatx. Civilian. 

Mr. Srxes. Can you give me a breakdown? 

(Discussion off the record.) 

Mr. Suxes. I want the sailibeny and civilian personnel for fiscal 
1951, 1952, and 1953. 

Mr. Kinston. The actual expenditures for 1951 were $5,172,497. 
Civilian employment was 724; military, 112. 

Mr. Srxes. That is fiscal 1951 # 

Mr. Kinston. Yes, sir. Actual. 

Mr. Sixes. Allright. What are the 1952 figures? 

Mr. Kinston. The estimated expenditure for 1952 is $5,981,300 for 
786 civilians and 114 military. 

Mr. Srxes. And 1953? 

Mr. Kinston. 1953 is $6,332,500 for 809 civilians and 114 military. 


NEED FOR INCREASE IN 1953 BUDGET 


Mr. Sixes. Now I would like for someone to tell me the necessity 
of this increase at a time when we assumed that you were over the 
hump. 

Mr. Smaui. The workload on the Munitions Board has been vastly 
increased over what it was at the time of Korea. At Korea the job 
of work that we had to do was all of the planning of mobilization 
and keeping current on the current program. With the vast increase 
in the current program and the need for setting up, as was done, this 
new system of production scheduling and taking those production 
schedules and matching them against the reality of use, there have 
been increased requirements. Did they get the requirements? How 
valid were they? In other words, it was a process of testing and 
assessing these individual programs. 

Let me add there that the jobs of procurement, of production and 
of requirements are just three sides of the same triangle. There was 
an impact on the Munitions Board for checking up the validity of 
the material requests, which we have to do under any circumstances 
for the civilian agencies. How many tons of steel do you really have 
to have in the military, keeping it down to a minimum? That has 
involved reviewing and monitoring the production schedules. It has 
involved the reviewing and monitoring of the translation of those 
production schedules into materials; and the refining of those 
schedules into materials and into the impact on the civilian economy ; 
and defending them on the other side of the river in terms not only 
of steel, copper, and aluminum and a host of other materials, but 
in terms of components, which has put an enormous increased work- 
load on us. 

We are at the point—and I say this with all honesty—where I do 
not believe we are doing a single job of work that is not an essential 
job of work for our country. 

Mr. Sixes. Are you going to take on any additional work during 
fiscal 1953 ¢ 

Mr. Smauu. Well, we get additional jobs handed to us very fre- 
quently. 

Mr. Sixes. If you do not get the increased money could you tighten 
your belt and go ahead and do the job anyway ? 
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Mr. Smauyu. We would have to, by cutting out functions. 

Mr. Srxes. What kind of functions would you cut out? 

Mr. Smatu. We would take all the functions that we are doing at 
present, and seé what is the one we are doing the absence of which 
in our opinion would do the least harm, and we would cut it out. 


POSSIBLE DUPLICATION OF WORK OF BOARD AND OTHER AGENCIES 


Mr. Srxes. Do you think there is a possibility of duplication be- 
tween the work of your agency and that of any other agency, so that 
some of them might be cut out without injuring the program in any 
material way ? 

Mr. Smaxx. Not in a real sense. I think, for example, that we need 
within our own shop men to validate our material requirements. 
True enough, the people across the river insist on checking up to 
make sure that what we say is valid is in fact valid. Is that duplica- 
tion? I do not think so. It presents an outside viewpoint, but we 
are the ones really responsible for getting the work done. I do not 
think that is duplication, even though we are both working on re- 
quirements for steel, structurals, and so forth. 

A great number of these people are in cataloging. I think we are 
not doing enough. I think that for the good of the country the 
faster that goes ahead the more economies we could make. We could 
use more people. 

Mr. Srxes. Who decides what activities you will program? 

Mr. Smauu. Part of the activities are by statute. Part of them are 
by directive from the Secretary of Defense. In any case where we 
have not the personnel to carry out the job, we go back and would 
go back to the Congress, if need be, and to the Secretary of Defense, 
and say: 

“Let us cut this one out; we just cannot do it. We do not have 
enough hours in the day.” 

Our people are overworked. They are working long hours, par- 
ticularly the key people, who have no regard for hours over there. 
They are all overworked. 

I say this with complete sincerity. Considering the amount of work 
that has been loaded on the Munitions Board since Korea the slight 
upward change in personnel requirements to me is astounding. I 
just do not see how they can do it. 

Mr. Kiwston. May I add, Mr. Small, that in the figures I gave are 
included requirements for the Military Traffic Service, which is part 
of the Office of the Secretary of Defense, but because it is a related 
activity it is budgeted under our section in the total Office of the 
Secretary of Defense budget. Included for that activity are five ad- 
ditional positions for 1953. 

Of the remaining 13 new positions for the Munitions Board, 12 are 
for the Armed Forces Housing Agency, recently established by the 
Secretary and placed under the Chairman of the Munitions Board 
for houskeeping 

We have in the past fiscal year screened every single program and 
project in the Munitions Board for the purpose of eliminating all 
workload possible on things that we consider less essential at this 
time. We have also, in doing that, deemphasized the mobilization 
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work, we think, to the danger point. We have shifted personnel 
between offices to take care of peak workloads. We have been doing 
this screening constantly, and in this way we are able to avoid re- 
questing an increase in personnel for our operation for 1953, except 
for the Armed Forces Housing Agency. 

Mr. Smaux. That is a new function which has been added. 

Mr. Sixes. Thank you. I beileve that is all, Mr. Chairman. 

Mr. Manon. Mr. Riley? 


STOCKPILING 


Mr. Rizey. Mr. Small, I want to thank you for the very splendid 
statement which you have given us. 

I am not quite clear on the mechanics of stockpiling. I should 
appreciate it if you would help me a little on that. 

All the actual contracts, I believe you said, for military purposes, 
were made by the military? That is the actual purchase? 

Mr. Smauu. Well, let us understand that the stockpile is a thing 
apart from the military production program, with which you are here 
concerned, or with which the appropriations are here concerned. 

The military buys guns or ammunition, or whatever it may be. The 
stockpile is set up by statute for the purpose of having a cushion, a 
stockpile, of critical and strategic materials to relieve a costly de- 
pendence upon foreign sources in the event of all-out war. Those 
things are handled under a different appropriation. The appropria- 
tion is given to the General Services Administration, and not to us. 
We go to the Congress and defend that, telling them what we think 
it should be, and getting an appropriation for it which is given to the 
General Services Administration. 

The Munitions Board is a focal point. It is a convenient one, be- 
cause of a number of reasons in the minds of Congress, as to why it 
should be there rather than anywhere else. They are a focal point, 
bringing all the people together and determining what should be done 
as to the stockpile. 

For example, we have an interagency stockpile committee which 
includes the experts of all agencies involved, such as the Bureau of 
Mines, Interior, Commerce, Agriculture, State, and all the rest of 
those involved. They take a particular material, be it columbium, 
nickel, or anything you like, that comes from abroad. They determine 
from the best information that they can obtain what is the probable 
supply this year, next year, and thereafter. Of that probable supply, 
how much is likely to be cut off by enemy action, in the event of all- 
out, by overrunning, or by.a country going Red, or by sabotage and 
strikes, and so forth? They take the advice of the Joint Chiefs of 
Staff, the Department of State, and industrial groups who are con- 
cerned with the commodity, like the copper people in Chile, and so 
on. They come up with an estimate of supply during a period of 
all-out war. 

Then they ask the individual agencies, including the military: 

What are your requirements in the event of all-out war? How much for the 
railroads? How much for the pipelines?) How much for the refineries? How 
much for agriculture? 

Each of the agencies comes up with its minimum requirements in 
the event of all-out war. They are supposed to come up with require- 
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ments which represent far more rigorous deprivation than we had 
during the height of World War II. 

So you have, then, the probable supply and the stated demand in 
time of all-out war. You match one against the other, and the differ- 
ence is a deficit, which becomes a stockpile objective. 

Remember that the estimated demand is based on a rigorous dep- 
rivation of the civilian economy. If you do not have that cushion, 
the deficit between supply and demand, it inevitably means far more 
rigorous deprivation than you would otherwise have. That is why 
Congress wants a stockpile, aid that is why it was formed. 

Mr. Ritey. The actual purchases would be made by the General 
Services Administration ? 

Mr. Smauy. The actual purchase for the stockpile is made by the 
General Services Administration. 

Mr. Rury. When these various agencies withdraw critical mate- 
rials which they consider necessary, do they reimburse the General 
Services Administration ¢ 

Mr. Smati. So far as money is concerned, yes. They are not 
allowed to withdraw out of the stockpile without an order from the 
President. The civilian agencies are allowed to divert stuff coming 
into the stockpile without Presidential approval. 

Mr. Rrey. Is this appropriation which is given to the General 
Services Administration a revolving fund? 

Mr. Smaty. In the case where something is withdrawn from the 
stockpile, and they are paid for it, it may become a revolving fund. 
Ordinarily it is not a revolving fund, because the stockpile is supposed 
to be inviolate until we run into an “all-out” war. Actually there 
have been withdrawals made and the GSA has been told to make 
them. There are a few cases of perishable commodities where stocks 
must be rotated and these instances might be considered a revolving 
fund. 

Mr. Rizy. They keep the main requirements in the stockpile, and 
these are a cushion against a war? 

Mr. Smati. Of what we figure are the minimum requirements, we 
have, in gross, just about one-third in stockpile at the moment. 

Mr. Ruxy. Thank you very much. 


COMPOSITION OF BOARD 


Mr. Wiceteswortn. Mr. Small, I understand that the Munitions 
Board is composed of yourself and three other members; assistant 
or Under Secretaries of the three branches of the Armed Services; 
is that correct ? 

Mr. Sma. Yes, sir. 

The Board, as a board, consists of one Under Secretary or Assist- 
ant Secretary from each of the three military departments and a 
civilian chairman, and I have the honor to occupy that position at 
the moment. 

Mr. Wiaeteswortn. And the staff which was referred to briefly 
this morning of 114 military personnel is drawn, roughly speaking, 
in equal parts from the three services ? 

Mr. Smauty. Approximately equal; yes, sir. 

Mr. Wiccteswortn. Is that personnel exclusively devoting their 
time to the work of the Board ? 
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Mr. Sma. Yes, sir. 

Mr. Wice_eswortu. They are still on the roll, of the three services, 
but are assigned to the work of the Munitions Board ¢ 

Mr. Smauu. Yes, sir. 


QUESTION OF INDEPENDENT Decisions or THE Boarp 


Mr. Wic6éLesworru, To what extent does the Board function in ar- 
riving at its decisions, as a practical matter, as an organization inde- 
pendent of the three branches of the armed services, and to what 
extent are its decisions arrived at by compromise or discussion around 
the table as between the three branches of the service / 

Mr. Sma. Well, of necessity, the three Board members appointed 
by the services are, of course, protagonists for their own service, and 
to a degree that is inevitable. 

Mr. Wieciesworrn. That would also be true of the military staff, 
would it not ¢ 

Mr. Smatu. Not quite; no, sir, because the military staff of the Board 
is supposed to, and in great measure does, within the limits of human 
nature, divorce themselves of their military service and become an 
objective instrument of the Department of Defense as against being 
a protagonist for their own service. 

The three Secretaries, however, who are the three Board members— 
and I do not see how they could be otherwise—are protagonists for 
their own service in a great degree. 


MANNER OF ARRIVING AT BOARD'S DECISIONS 


Mr. WiccLeswortH. So, as a matter of fact, if the three services have 
differences of opinion, the matter is adjusted by discussion around the 
table, and you either give all three what they want, or arrive at some 
compromise between the three services, as a practical matter ? 

Mr. Smauu. As a practical matter, on every problem that comes 
before the Munitions Board there isa give and take. There is a protag- 
onist statement very frequently and an objective statement by the 
Board staff, and you try to arrive at some compromise that will be 
good enough to meet all three views, and then you move forward. 

Mr. WigGLeswortuH. Just as a matter of interest, if the aggregate 
estimates of the three services are added together in any given instance, 
have the adjustments that have been made served to reduce that ag- 
gregate amount, or has the adjustment been made within the aggre- 
gate? 

Mr. Sma. I think the Secretary of Defense was pretty clear on 
that in his statement. He said that the aggregate of the 1953 budget 
for the three Departments worked out to $73 billion and actually that 
was reduced before it went across the river to $55 billion. It shows 
that you are not compromising within the Secretary’s oflice. 

Mr, WieGLeswortu. Was that reduction made by the Munitions 
Board ¢ 

Mr. Smauui. Within our area of responsibility, which is the indus- 
trial area and involves plants, material requirements, and production 
schedules. You must understand that dollars alone are not a solu- 
tion to this thing. You have what can be done in terms of machines, 
men, and so on, and what can be done in terms of material, and how 
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those all add up to the dollars, so it is a combination of effort between 
the comptroller’s people and our people, and we arrive at these con- 
clusions. 


RELATIONSHIP OF BOARD TO THE SECRETARY OF DEFENSE 


Mr. WicGLeswortu. To what extent are the decisions of your Board 
as such subject to modification by the Secretary of Defense? 

Mr. Sma. They are all subject to modification by him, if he 
desires to do it. For example, 1 think that Mr. Sheppard referred 
to the joint committees, or someone did. We have a few scattered 
around working with the Munitions Board. We wanted to place 
upon one of these committees the responsibility and authority limited 
to whatever it was supposed to be doing. 

The three Secretaries who were on the Munitions Board agreed 
upon one course of action, and I disagreed, because I thought it was 
a compromise which, while acceptable to them, was not acceptable 
to the Secretary of Defense. While, as Chairman of the Munitions 
Board, I have the right to cast a deciding vote in case of disagree- 
ment between the three Departments, in this instance, since it was 
unanimous, I appealed it to the Secretary of Defense on the basis 
that I was one of his staff officers and could appeal it outside the 
Munitions Board to him, which I did. 

I am supposed to be his principal adviser in my particular area 
and tell him when to pick up if something is going wrong. 

Mr. Wicciteswortu. To what extent, as a matter of fact, has the 
Secretary of Defense modified decisions of the Munitions Board‘ 

Mr. Smatu. Not greatly, nor have I recommended to him any great 
modifications of the decisions of the Munitions Board. 

Mr. Wicctesworrh. Is he free to act on his own initiative? 

Mr. Smaty. Oh, yes. 

Mr. WieateswortH. Or does he act only on your recommendation ! 

Mr. Sma. He is entirely free to act on his own initiative, and as a 
matter of fact, within the Department of Defense, we have a man- 
agement committee that is always working on this thing. We have 
recommendations coming in from every angle, if you like—from the 
Congress, industry, committees of one kind or another recommend- 
ing courses of action to him and which he may refer to us. In some 
instances he would use his own discretion to go ahead and act after 
consultation with a department. 

Mr. Wice.teswortu. I have before me here the thirty-fifth report 
of the Preparedness Subcommittee of the Committee on Armed Serv- 
ices of the Senate, and among other conclusions I note on page 16: 

Further, it is clear that there has been a basic lack of independent over-all 
coordinated supervision and direction of procurement within the Department 
of Defense. 

Is not that lack of independence inevitable under the present 
set-up of the Board and the staff that you have just outlined to us? 

Mr. Sma. I do not think it is inevitable, Mr. Wigglesworth. It 
is an outgrowth of the history of the old Army-Navy Munitions Board 
and the legislation and directives, and of a human desire, pride, prej- 
udice, habit, or whatever you like, to go your own way without inter- 
ference by others. There is a wide divergence of opinion within 
the military services as to what the words of a directive mean. If 
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there is the will to do this job right; if there is a will to do the job 
economically, regardless of pride, prejudice, or anything—and that 
is what I call the objective a cain to the problem—then the prob- 
lem will solve itself automatically. As it is there is quibbling over 
words, quibbling over the meaning of words; a continuous resistance 
to anything that even touches upon the operations as such. 

The Munitions Board and its staff do not want to and will not get 
into operation, but when there is a shadow land between operations 
and monitoring and the setting up of procedures which will carry 
out sound policy, in some instances, there are quarrels about what is 
monitoring and what is operations. We do not operate. We have no 
intention of operating, but as I conceive our job of work, if we are 
to be productive, we must monitor to be sure that policy is sound and 
that sound policy is carried out. 

Mr. WiceéLeswortru. But the fact is in contrast with a Board such 
as might be set up which would be completely independent of the three 
branches of the armed services, reporting directly to the Secretary of 
Defense, we have a board consisting of yourself and one representa- 
tive from each of the armed services and a staff which includes 114 
people from the three branches of the armed services. 

Mr. Smatu. Well, I am not sure where your direction tends, but 
perhaps we can reduce it to simplicity this way: Is the Munitions 
Board a creature of the three military departments, or a creature of 
the Secretary of Defense? I am thinking in terms of the Depart- 
ment of Defense and not of the statutory jobs which are thrown 
upon us like stockpiling. Is it a creature in those things which are 
on the industrial side of our job of the Department of Defense or the 
three services? My contention is, and will remain until I am relieved, 
that it is a creature, and must be a creature of the Secretary of De- 
fense, leading toward good industrial business management within 
the three military departments and still not interfermg with their 
operations, and still not going into a greater degree of unification than 
is called for by the law. That just makes sense to me. It is just plain 
common sense. 

Mr. Wiccieswortu. I think that is what it ought to be. The whole 
conception of unification was to have an Office of Secretary of De- 
fense which would be in a position to rule as between the requests of 
the several branches of the service; which would be in a position to 
eliminate overlapping and duplication; which would be in a position 
to secure common unit prices, and so on. 

Mr. Satz. That is right, sir. 

Mr. Wiceteswortn. Well it seems to me it must be extremely dif- 
ficult for the Munitions Board, as at present constituted, to fill that 
role, because human nature being what it is, the actual composition 
of the Board and its staff, as you have outlined it to us, makes it an 
almost impossible task. 


Neep ror CLEARER OUTLINE or Boarp’s Duries AND RESPONSIBILITIES 


Now, I have here a report, No. 658 of the House Committee on 
i.xpenditures in the Executive Departments, and I notice on page 6, 
among other recommendations : 

The Munitions Board’s Standards Agency should be given a strong charter 
having the necessary powers of decision clearly outlining its authority, duties, 

93946--52—pt. 1——-19 
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and responsibilities. The agency should be more ably staffed in order that it 
may more rapidly produce standards and specifications for the greater quantity 
of items procured by the military services. The number of variations and de- 
viations in specifications should be reduced as much as possible in order to 
prevent duplication in purchasing, distribution, and utilization. 

Do you care to comment on that ? 

Mr. Smauu. I agree wholeheartedly with the recommendation. 
The charter has been revised and | believe the ability of the agency 
to act properly is better than it wa 

Mr. Wiccieswortn. This is dated June 27, 1951. 

Mr. Smautu. There have been some recent changes in the charter. 
There, too, you have the question of the creature of top management 
versus the creature of the individual departments. 

Let us take the matter of specifications. If you can get the three 
departments to agree on one specification rather than on three specifi- 
cations, or 30 specifications, that involves all the problems that con- 
front the Board, and it is hard to get three people to agree on anything 
of that kind. Therefore, the power of decision to go ahead with the 
job is all the more important. Along that line, I think a great deal 
of progress has been made in the standard agencies in spite of this. 
We are doing a great deal by persuasion because of the status of try- 
ing to get people to work together towards a common end, and we 
are making considerable progress. We are not making as much 
progress as you could perhaps if you had the iron hand w ithout gloves 
and you threw it in at every juncture. However, a great deal of 
progress is being made. 


ELIMINATION OF DUPLICATION AND OVERLAPPING OF FUNCTIONS 
Berwreen Army, Navy, AND Air Force 


Mr. WicGiesworrn. Are you responsible for the elimination of 
duplication and overlapping as between the three services? I am 
speaking of the Board now. 

Mr. Smatu. The Board is responsible for eliminating it, and that is 
what I call making sound policy, trying to formulate procedures and 
methods to implement polic; y. ‘To go down and get the job of work 
done by Joe Doakes at Camp I -odunk is a job of the particular mili- 
tary department. We must run it policywise from the top and have 
the department do the operating job. Issuing a directive saying 
to eliminate something does not eliminate it. You have to go down 
and eliminate the duplication at the working level. There must be 
teamwork. We cannot do this by dictum alone. We have to do it 
by a united will. If we had the strong and solid support of this 
committee, for example, in telling the services: You must do this; 
you must work as a team to this end; you must do it with a good will 
and quickly, rather than using delaying tactics: I think that we 
could get ahead faster. 

Mr. Wiceirsworri. As you are presently constituted, you are not 
in a position to do that kind of thing, is that right? 

Mr. Smauu. I do not. think that you can do it by dictum alone any- 
where. A piece of paper that anyone, writes has to be carried out 
with good will and good intent all the way down the line; otherwise 
it isnot carried out. Writing a piece of paper does not mean anything 
unless the people who must. implement it go ahead and do it, and 
their bosses make them do it. 
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WHERRY HOUSING 


Mr. Suerrarp. Relative to the potential overlapping of func- 
tions, 1 recently ran into this on an inspection tour: In housing, as 
you know, we would have a laboratory where they were perfecting 
certain types of houses at Belvoir and we have the same thing going 
on at Port Hueneme, Calif., and it definitely occurred to me that 
one of those places should never have been started in the first place 
and should be eliminated now. It is not necessary for the two to be 
functioning in that field, and it does occur to me in a case of that 
kind there could very definitely be an elimination. I cannot see 
the specific necessity for the two functioning in that particular field 
because of the condition that prevails. 

Mr. SMa. I am not too familiar with the subject. I would rather 
put in a statement after I have checked it. I do not believe in having 
two outfits doing the same job of work, if that is what you mean. 

Mr. Sueprarp. That is what I mean. 

Mr. Sma. If it is possible to do it with one. 

Mr. Suerrarp. As far as I am concerned, there was apparently 
no correction. It was just one of those things that happened. 

Mr. Smauu. That is one of the reasons we set up the housing agency, 
reporting to the Secretary of Defense under the : administrative direc- 
tion of the Munitions Board. It was to get into just that kind of 
thing. I will immediately throw that at them and tell them to give 
me the answer. 

Mr. Suerrarp. I may say this, that we were a guinea pig out in 
California on this Wherry housing, and finally we got it straightened 
out. Out of the combination of the three services participating in 
the Wherry function, someone in the Air Force, in the top echelon, 
finally picked out an Under Secretary and charged him with the re- 
sponsibility of getting the job done and gave him the author ity to do 
it, so they are moving and doing ¢ good job. The Army and the 
Navy are still in a chaotic condition. It did occur to me that if some- 
one in the top echelon had the right to exercise that prerogative in 
the Air Force they could do the same thing in the other services, 
When you have to use lower rank to tell the t top rank what to do in 
this field, it just does not work. In this instance you have a man who 
can tell a three-star general, “I am sorry, this is it.” You can see 
the definite results in that field of function as against the other two 
services. It is very definite. I would like to see someone in the top 
echelon get on top of the Navy and the Army and get that straight- 
ened out because if there is anything that is raising “the dickens with 
the psychology of our personnel it is the housing situation. 

Mr. Sma. It is one of the most dist urbing things in the whole 
program. We have an entirely different breed of ¢ ‘ats that we are 
faced with today than we had in the previous war. This is to me a 
war, cold though it may be. We are taking these people and are keep- 
ing them for considerable periods of time. During the past war you 
took them in, put them in a camp, trained them, and shoved them 
overseas. Now they may be at a base for a couple of years. What 
are you going to do with them? Are their families not going to be 
allowed to be with them? Will they be separated from their families 
for that long period? We want them to reenlist, whieh will be a 
saving all the w ay round. 
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Mr. Suerrarp. I went into some of the safety figures that they have 
at San Bernardino, Calif. When there is a crack-up they are on the 
job to find out what the cause was, and so forth, and when you see 
the human equation on that chart and go into the background and 
find where and why it happened, you will find that it is a very inter- 
esting thing. It takes only one busted airplane to build a lot of 
houses, let alone the destruction of personnel involved. 


AUTHORITY OF BOARD TO SECURE UNIFORM PRICES OF COMMON ITEMS 


Mr. WiaGieswortu. Does the Board have any authority in respect 
to securing uniform prices for the same items as between the three 
branches of the armed services? 

Mr. Sma, Let us take items of common use like nails and screw 
drivers, and so forth. The Board has the authority and the responsi- 
bilitv, wherever it can feasibly do it, of setting up single procurement 
so that you do not have the departments buying separately. They 
will all buy through one department. On peculiar items, that is, on 
items peculiar to the Navy, like a deck winch, or an item peculiar to 
the Army, like a howitzer, then under the mandate of getting the 
job of work done by negotiation, or by advertisement at the lowest 
reasonable price for the Government the responsibility is on the De- 
partment concerned. We have worked out and are working very 
closely with OPS on this whole question of miltiary procurement. 

Part of the miiltary procurement is under OPS control. Parts are 
not. The peculiar items are the ones not under price control at the 
moment, but OPS sits in with us in agreeing that the prices are 
reasonable. 

We have, of course, renegotiation, as you know. 

Mr. WiecLeswortH. I am talking about unit costs for the same item. 
You have seen, for instance, the variations between ordinary 10-penny 
nails, light bulbs, carpenters’ squares, and so forth, that have been 
shown lately as between the three services, as between different offices 
in the same service. How is this possible if the Board is properly 
doing what you say it has the authority to do—setting up one procure- 
ment for all three branches of the Armed Services ? 

Mr. Smay. For example, all food is bought by the Army and all 
hand tools are bought by the Navy and all paint at the moment by the 
Navy, so you do have single service procurement, and I can give you 
the detail on who buys what, if you like. 

How do things happen like those that you were referring to? I per- 
sonally went through the exhibit and spent time looking over this 
thing to see what it was all about and what was there. The people 
took whatever information they could get and took it back to the de- 
partment and said, “What about it? What is the answer to some of 
these things?” We do not have the answers all in as yet. There are 
a number of things that could happen. 

For example, I will recite some to you. eet that under normal 
conditions you would procure this gadget through the normal pro- 
curing services. Let us say it is the Army or the Air Corps of the 
Navy, but you have an emergency demand for whatever it is, and you 
go out and buy 1 at the hardware store, not 50, that is, buy it retail, 
not wholesale. Obviously, the cost would be different if you bought 
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it under the larger procurement. Those emergency purchases are very 
small in the aggregate, but they look bad when you bring one up. 

On the light bulbs: All light bulbs are bought under General 
Supply Administration contracts. The companies that have the sup- 
plies are listed in the contracts that GSA makes with them, and our 
people merely draw against them. Obviously, the quantity involved, 
and where it is shipped, and in what quantity, retail versus wholesale, 
comes into the picture. However, all the light bulbs that our people 
buy, except for emergency purposes, do come under GSA contracts 
and there is uniform price as between companies they buy from. 

Now, to trace this down is hard. Our departments are working to 
find the explicit answer. The rules are quite clear on that. I do not 
know what happened. 

On the T square, there was one that was way out of line, $4 and 
something, compared to $1.48 on an average. I am told, but I will 
not believe it until I get further information, that some activity sent 
the T square to the committee and it was supposed to have a wooden 
holder. I suppose that meant a wooden frame with a leveling device 
involved in it in addition to the simple metal square. But they only 
sent the steel portion of the square. I do not know that is the correct 
answer, so I will not submit it as a complete answer. The depart- 
ments are preparing an answer and we will submit it to the com- 
mittee. 

Mr. Taser. But it would not be possible for anything like that to 
happen. 

Mr. Smaty. Mr. Congressmen, I have found that anything is possi- 
ble when you get down to the lower echelons. However, by and large, 
they are working on the line, and by and large, out of all the squares 


that were bought I am convinced, without being able to prove it to you, 
that 99 percent of them are bought on the schedules. 
Another thing that comes up, in picking up these things, and which 


the newspapers get before we do, before we have a chance to find the 
answer, is—When did you buy it? Did you buy it in 1944? Did you 
buy it yesterday? How many did you buy? Did you buy one or did 
you buy 50,000? 

Those things we tend to forget in trying to bring up horrible ex- 
amples, so I am hopeful that the departments will be able to substan- 
tiate by and large what they are doing, the reasonableness and the 
sensibleness of what they are doing, but I assure you that we will 
never be perfect and that we are far from it today. 


PROCUREMENT AND PRODUCTION PROBLEMS 


Mr. Wiceteswortu. Coming back to the broad question of inde- 
pendence or the lack of it, as the Board is now constituted, there is 
another statement in the Senate committee report referred to appear- 
ing on page 16: 


There should be one individual in the Department of Defense with the sole 
authority and responsibility to oversee and expedite procurement for all the 
armed services and to resolve all conflicts among them. This individual should 
be responsible only to the Secretary of Defense and be either a new Under 
Secretary of Defense for Procurement, or the Chairman of the Munitions Board 
with such additional powers as are necessary to permit him to act as a procure- 
ment czar. 
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Now, you gave us this morning what was a rather rosy picture of 
the progress in your construction program, a much rosier one than | 
had obtained from the witnesses who have previously been before us. 
In that connection this same Senate report says: 


Our timetable of preparedness has not been met. We are not achieving as 
rapidly as possible the minimum necessary force essential for the security of 
the United States. 


Again— 


regardless of reasons advanced, the delivery of hard goods from July 1, 1950, to 
June 30, 1951, fell short of anticipation. 


And again— 


in both aircraft and tank production programs we are substantially behind the 
schedu'es necessary for the minimum levels of strength considered by our stra- 
tegic planners. 

What are the outstanding deficiencies, if it is all right to put them 
on the record, in our program development which I have understood 
is in a pretty spotty condition at the present time? You gave us 
some of the satisfactory developmeits, what are some of the unsatis- 
factory ones? 

Mr. Smauu. I will be glad to give you the unsatisfactory ones, and 
I will be glad to go into any amount of detail that you want on them. 

Mr. Wicciesworrn. I do not want too much detail. 

Mr. Smauu. As I pointed out in my statement, in terms of the 
over-all we have been doing fairly well, but it depends upon what you 
are measuring and what you are measuring by. 

Mr. Wiccieswortn. We have specific targets that we are shooting 
at at the present time. 

Mr. Smata.. If you will pardon me, back in December of 1950 the 
individual military departments took their guidance from the Joint 
Chiefs and from the National Security Council, and each of them— 
and I am talking about all the way down through the echelons, down 
to the technical desks—each interpreted that guidance in their own 
fashion. They came up with how many bazookas we needed and how 
many jeeps we needed and they were giving their own figures, with- 
out any refinements, or any meshing together, or any balancing of 
them one against the other. Those things were priced and they 
came to $104 billion for the firscal year 1952. You know that we 
did not get in appropriations anything like $104 billion. Neverthe- 
less, if you measure our performance against those tentative planning 
projections, we are sunk before we start. That is not a proper meas- 
ure, in my opinion. 

Again, the same thing happened this time. The departments up 
and said, “We need, or want, or can get $71 billion worth.” That has 
been scaled down to $52 billion total. Then the schedules have to 
be adjusted within the limits that you can meet with the money and 
materials. This time, not only dollars but materials that go into 
the program. 

Now, back at the time that the Johnson committee was making its 
investigation, they were told, at that time, that they were investigat- 
ing or talking about, not the whole pregram, but certain selected 
items, the trouble items. We do not make any secret about what 
we are in trouble on, and there was a tendency to judge the whole 
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program by the few that were giving us trouble That, I believe, was 
not entirely sound, but they did it that way. The over-all is not* too 
disturbing. In many instances we have had difficulty and trouble. 
The reasons for them I can run through briefly. 


SHORTAGE OF COMPONENT PARTS 


Shortage of component parts. What are components! They are 
small motors, ball bearings, and the hundreds and thousands of 
gadgets that go into the making up of these weapons. One of the 
biggest troubles there is the insufficient material allocations. made 
by the NPA and the DPA to the component manufacturers. 

Another one is that some of the components we need, and also need 
badly for civilian use, there is not enough capacity to produce. You 
have to increase the capacity for resistors and high precision ball 
bearings, for example, and so forth. There is the maldistribution, 
if you ‘like, of materials by the NPA to the product manufacturers. 
Some who had military orders did not get enough, and others with 
no military orders got proportionately the same, but it was going into 
civilian use. 

We have a problem in machine tools. Labor shortages have in- 
terfered with us here and there in specific instances. There have been 
design changes. The departments have tried to telescope, wisely I 
believe, research, development, development engineering, and produc- 
tion, to come up as best they can and still not delay production too 
much. I believe that that is the sound thing to do. However, it has 
and is going to put some road blocks in the way of production costs 
and slippages. 

Material shortages up until recently have not been the controlling 
factor. From here on out material shortages will be important. 


AIRCRAFT PRODUCTION PROBLEMS 


On the specifics of the thing, let us go into any individual items that 
you like. Let us take aircraft. We have a lot of trouble on the line, 
on the production line, with contractor-furnished equipment such as 
regulators, valves, actuators, cables, jacks, and tank units. They are 
extremely critical and on a hand-to-mouth basis. There are some 
1,500 part shortages, in that category. Each one of those is a specific 
that has to do with the two or three plants making the component or 
whatever it may be. 

Mr. Suerrarp. You are referring to the electrical jacks and not 
the lift jack ? 

Mr. Smauu. Yes, electrical; I am not talking about weight han- 
dling. 

I have mentioned strikes. We have engineering changes galore. 
Whether engineering changes should go on steadily day ‘by day as 
they are m: ide, as is done in ‘some cases with automobile production, 
or whether you should accumulate them, and make them once a quarter 
is a question that engineers will argue about. One company says to 
do it periodically ; another company will say put them in as you make 
them, and it saves time. What we are trying to do is to make sense 
out of it and hand them to the companies, and if it cannot be worked 





294 


into the schedule, and if it upsets the schedule, and delays production 
too much do it at a modification center later on. 

A great deal of stuff is being produced that is not yet accepted but 
will be accepted later. I have the figures on that. I can give them 
to you item by item, the production versus the acceptances, Dut I will 
assure that the figures on what we call deliveries, which means ac- 
cepted and put out to work, do not fully measure the progress being 
made in production. Medium tanks is a very good example of this 
kind of thing. 

(Discussion off the record.) 

I can go through this. We have hundreds and hundreds of reasons 
for troubles which are always inherent in any new model, or any 
new thing. 

ELECTRONICS ITEMS 


For example, in electronics, we have, I believe, 90 percent of the 
electronic items now being produced that are vastly different from 
their counterpart in World War II. The new electronic equipment 
consists of complicated gadgets which include both snsichoantivad gear 


and electronic gear, whereas in the last war we were dealing mainly 
with electronics as distinguished from mechanical gear. 


BOMB SIGHT 


Do you remember the bomb sight? It was a relatively small 
gadget. The same thing for bombing plus radar plus navigating at 
high speed and at a very high altitude, with no dead reckoning by land, 
takes up the space as big as the corner of this room here. It is a 
terrific amount of space. They are much more complicated, both 
mechanically and electronically. I do not know whether I have 
answered the question, Mr. Wigglesworth or not. I am trying to. 

Mr. Wiceieswortu. I think so. I just wanted to get both sides of 
the picture. You had given us one, and I wanted to get the other. 

Mr. Smatt. I never intended and tried deliberately not to give a 
rosy picture. I do not try to give a rosy picture when our picture 
is not rosy. There are a number of these things we are definitely 
in trouble on. 


DIFFICULTIES WITH MEDIUM TANKS 


Take, for example, the medium tank. We have, a significant 
number of medium tanks produced, off the line, ready ; but we are hav- 
ing difficulty with the traversing gear. 

As I said in my statement, on the turret action, the Army took a 
calculated risk and they have run into 17 or 18 major difficulties. 
They are trying to get the turret to traverse in less time than did the 
World War Il model. By all means, I think that we can lick this 
thing. They licked it in the preproduction models but when you get 
into mass production kinks turn up. Things occur that no one could 
foresee and they still have not licked the problem. They are on the 
verge of licking it, and I am sure that all these things that have 
been produced will be modified and will be in action before too long, 
but they save an awful lot of time by going ahead and telescoping 
development with production without waiting for the service tests. 
We do not have time to wait for the service tests right now. 
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AWARDING or ConTRACTs TO SMALL Business AND TO FirMs IN 
Distressep Lasor AREAS 


Mr. Wiccieswortu. I want to ask another question about policy. 
Last year we discussed the effort you said the Board was making in 
the interest of small industry in the light of the action which Con- 
gress has taken on several occasions indicating its desire that small 
industry should have a fair share of Government procurement in 
view of its tremendous proportions. I pointed out at that time, 
and it is still a fact now, that in my opinion, the desire of Congress 
was not being met in my part of the world at least, particularly in 
respect to the boot and shoe industry. 

This industry is an industry which is primarily a prime contracting 
industry without subcontractors. It is an industry which in World 
War II won most of the Army and Navy E awards in the country. 
It has made many millions of shoes for the armed services. 

The firms which I have particularly in mind have been certified 
as essential in case we get into an all-out war. Two plants of world- 
wide reputation have folded up recently, others are confronted by 
serious unemployment at this time. 

I am told that in the first 6 months of the calendar year 1951, small 
industry in this field obtained about 50 percent of the procurement 
of the armed services. During the latter half of the year, however, 
as a result of a change in policy by the armed services, they obtained 
only 10 percent. The change in policy has been working directly 
contrary to the expressed desire of the Congress. Without going 
into too much detail, I note that there was a bid called for in May 
for 167,000 garrison boots and that 3 large companies received 80.6 
percent of the order. 

On June 6 there was an award of 176,000 marine field boots, and 100 
percent went to 1 large company. 

On July 3 there were bids for 2,100,024 pairs of combat boots, and 
88 percent went to 4 large manufacturers. 

On July 11, I do not have the number, it was invitation No. 1404 
for service shoes, 2 large manufacturers were awarded 100 percent. 

On July 23 invitation No, 1424 for garrison oxfords, 770,000 pairs 
of shoes went to 1 large manufacturer 100 percent. 

Our whole policy today, as I understand it, is the production of a 
reasonable number of items that may be needed in the case of a show- 
down, plus additional productive facilities that can be thrown into 
high gear in case of that show-down. Obviously, if you are going 
to wipe out firms that have been certified as essential in the event of 
an emergency you are in direct conflict with that policy. 

My question is, Is there anything that can be done to cure this 
tragic situation short of further legislation by the Congress? 

Mr. Saaz. I am taking a minute now because I would like to go 
into a real problem with you here. It is one that has many of us, 
very bothered. I gave this to Mr. Lovett before an appearance that 
he made before another committee. 

Military procurment is effected through contracting officers of the 
Army, the Navy, and the Air Force located throughout the country. 
Thousands of these depend upon the guidance that they receive. 
Their primary objective is to get the things needed, the minimum 
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amount of things without peaks, without piling-up mountains, with- 
out undue impact. Their instructions are “Do not buy today because 
it is easier to buy today, spread it out.” 

Now, their business is to get the material in quantity, quality, and 
in the time required to meet their minimum needs in a defense pro- 
gram. At the present time their task has been most complex due to 
the multitude of considerations now affecting contract placement and 
the lack of clear guidance as to which is controlling. Their funda- 
mental task is to get the most for the Government’s dollar in quality 
and the things needed in time to carry out our mission, which is 
national defense. 

Therefore, small business should be favored, but do not pay it any 
subsidy. You will remember the Brockton shoe case when we split 
up a contract. The Comptroller General said, “No good; you cannot 
do that; you have to give it to the one who gives us the cheapest 
price. 

Mr. Wiceteswortn. He has modified that to some extent since then. 

Mr. Smauu. He approved spreading the mobilization base so that 
you have a number of sources of supply. I would say that there are 
many manufacturers of shoes in this country. How much should the 
contracting officer out in Philadelphia or Podunk, or wherever it is, 
give to one firm as against another to spread the mobilization base 
when there are 100 firms who are perfectly competent to do the job, 
so we run up against a terrific problem there. 

Then there is the favor of distressed-labor areas. Should we pay 
a premium? Idonot know. There is no clear guidance on it, as to 
whether we should pay a premium to alleviate distress in a labor area 
or not. If so, is the distress caused by the mobilization effort, or is 
the distress caused by things that happened long before Korea? 
Where do you stop? What are the guide lines that we must give 
these people? All I want to do is to give the procuring officers guide 
lines so that they will know what they are doing because the Comp- 
troller General has a compelling weapon. He can stop their pay if 
he does not agree with them, and he does. The guide lines are not 
clear. Many times they are conflicting. 


DETROIT DISTRESS AREA 


We have the procurement officers—thousands of them, captains, 
majors, and second lieutenants, and so forth—all through the country 
and expecting them to evaluate all of these mandates which they have 
received from one source or another and decide which is the right 
thingtodo. They are trying to do their utmost out there. They have 
a task force working in Detroit to try to get work in there. I am 
using Detroit as an example. I have said this repeatedly to the 
civilian agencies—the answer to the distress condition, the unemploy- 
ment in Detroit, is not alone a problem of munitions contracts. The 
automobile people have put work outside of Detroit which can be 
moved in, back into Detroit. There is commercial work as well as 
munitions work. ‘They can bring in subcontracting work which they 
have subcontracted elsewhere. I am talking about commercial as 
well as defense. If they but had the will to get on this thing they 
could effect the most immediate relief on this, far greater than trying 





to put in a defense contract at this late date. It takes a year, let us 
say, to machine tool up a plant and get it rolling on one of the larger 
programs. The rabbits that we have, the little things, do not fit into 
their pattern of unemployment so much. 

They do not have drill-press operators that are unemployed; they 
do not have many skilled workers unemployed. But they have unem- 
ployed the i lows that push buttons; the fellows that run an auto- 
matic machine and that move work around, and many unskilled 
workers. 

This is not something that is simple and easy. Therefore, we have 
put a task force in there. The civic people, the companies, the Gov- 
ernment, and everybody else concerned with it is trying to find an 
answer. si 

I had a delegation come to see me recently, one of the Congressmen 
from Michigan, accompanied by some union labor people. from a 
foundry, and I have what the labor people said, if you want to hear 
it. I have given it to the task force. Item after item of commercial 
work previously done by this particular foundry has been shifted 
into Indianapolis, Pontiac, and Muskegon. A year ago they made it 
in Detroit, but they have made a change and moved it out. Now 
they do not want to put it back possibly because it will upset their 
supply relationship and so forth in the event they are allowed to make 
more automobiles later. 

We can alleviate a lot of these things if we have the will to use 
all the powers that are open to us, and the least immediately effective 
in this instance is putting a prime contractor in there because of time, 
because of the lead time involved. 

There is no magic wand with which to do this. We have no bushel 
basket full of contracts to hand to people and pay them a premium. 
We have been told by the Congress not to pay a premium in the case 
of small business unless and to the extent we need to and are spread- 
ing the mobilization base. On other things like a critically scarce 
precision bearing, yes, you can say that this is the right and proper 
thing to do, to set up duplicate sources. On common items of equip- 
ment I believe Congress would have the right to criticize us severely 
if we did not carry on the job of getting the most for our dollars. 

Mr. Suerrarp. I do not think that you should subsidize the large 
companies and refuse to subsidize the smaller ones. In many instances 
today large businesses have backlogs that they have built. up that 
they cannot work out from under for some time to come. 

Mr. Smatu. There is one thing I would like to make clear, with 
complete sincerity, no one could be more alert or interested in small 
business than I. I think that it is the foundation of our country. 

Mr. Wiceteswortn. And always has been. 

Mr. Smauz. And always has been. We have to keep these nidall 
business people going. I must say that I do understand a little bit 
about the realities of this thing, that you cannot give a prime con- 
tract for a tank to a small business concern, and you cannot give a 
prime contract for an airplane to a small- business man; therefore, 
subcontracting must come in, and we are doing our utmost to get 
subcontr acting into small business, as well as giving them a very sub- 
stantial amount of prime contracts for the things they can make. 

Mr. Wice.esworrn. You understand that subcontracting is no an- 
swer at all to the particular problem that I have in mind. 
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Mr. Smauu. Not as to shoes; no. I understand that. I say that a 
great deal of work is being done. We have some four hundred-odd 
small business specialists out in the procuring offices—and the pro- 
curing is largely decentralized—trying to help small business get con- 
tracts. We are working with the prime contractors. Many of them 
are doing an excellent job. Averages mean nothing in the case of the 
fellow who is going out of business because he cannot get any work. 
He does not care about averages. He is interested only in himself. 
He turns to you and tells you about his troubles, and you directly and 
quite rightly, are concerned about them. But actually the metal trades, 
the firms employing less than a hundred people have increased em- 

loyment 26 percent. The firms employing over 500, the so-called big 
usiness, have increased only 10 péYrcent. 

Now, does that mean anything? On the average; yes. Not to John 
Doakes who is in trouble. But they do mean something, that a great 
many firms have been helped and are being helped, either prime con- 
tractorwise or subcontractorwise, but those are forgotten when we 
look at the specifics of Joe Doakes who is going out of business. 

Now, Mr. Fleischmann sometime ago on the first quarter allocations 
had to cut the allocations of some of the so-called nonessential items. 
Venetian blinds is a good example. Do we have to have venetian 
blinds made out of aluminum with the shortage of aluminum what 
it is? Is is vital to our country or can he substitute steel or wood? 
There are some 3,100 such firms scattered across the country and a 
third of them are makers of venetian blinds. What prime contract 
can we give to a maker of venetian blinds? What can we pull out of 
the basket: and say—“Go ahead and do this.” He has no tools for 


doing it or the know-how, or anything else. Sure it is bad. I hate 
to see these fellows go out, but there is not enough military procure- 
ment. We do not have the aluminum to give to the fellow who used 
aluminum because the aluminum that we are taking is going into air- 
frames. 


CLARIFICATION OF GOVERNMENT’S POSITION NEEDED 


Mr. Wiceiesworru. If certain plants are essential to us in the 
event of all-out war, and if they have been so certified, obviously if 
we deny employment to them so that they cannot exist, we are cutting 
our own throats. 

Where must this additional guidance come from? I know that you 
have had a lot of correspondence with the Comptroller General and 
I think he has modified substantially the rigid position that he took 
originally. Where is the additional guidance to come from—from 
the Comptroller General or must Congress give it ? 

Mr. Sma. Well, I think that the guidance in part will probably 
come from a clarification of what the Comptroller is talking about, 
because I do not honestly think that the answer to Mr. Wilson’s letter 
to him is too clear. At least our people, thinking about the second 
lieutenant or the major out in the field, are worried about it. We will 
probably get a directive from Mr. Wilson saying you are authorized 
to do this, and then we will probably be in hot water with the Hill 
because they will say we were not supposed to do it. I do not know. 
We will just have to take our orders from the agencies and go ahead 
and do the best we can. 
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Mr. Wiacteswortn. A clarification of the language of the Comp- 
troller General would suffice from your standpoint ? 

Mr. Smatu. Do you mean so far as I am personally concerned ? 

Mr. Wiccreswortn. As far as the Board is concerned. 

Mr. Smaty. No. We still think the mandate we have from the Con- 
gress is for the Government to get the most for its money; that we 
are not allowed under the rules that Congress has laid down to spend 
more for a gadget than we can procure it for. If it is desired that we 
should utilize Government purchasing for social purposes, we believe 
that somebody should tell ustodoso. Maybe it is Mr. Wilson. Maybe 
the Congress wants to do something about it. That is their business. 

Mr. Wiccreswortu. I see the difficulties confronting you, but the 
fact is that as a matter of major policy we are constructing and main- 
taining many plant facilities we are not using at the moment, because 
they are essential in the event of all-out war. 

Mr. Smart. You have some kinds; yes, for the things we are short 
of only, and they are very limited in degree. There are some few 
things we have to create a facility for. 

Mr. WiccLeswortu. From your point of view, it is up to Mr. Wilson 
or the Congress; is that it ? 

Mr. Smatu. Or both. I know that I would be happier and that a lot 
of our people would feel happier if the Congress agreed, and I think 
by consultation with the committees there should be no difficulty about 
that. All we want to do is to do what we are supposed to do. 

Mr. Sueprarp. I would like to call Mr. Wigglesworth’s attention 
to the fact that when Mr. Wilson was here that question was put . 
squarely to him, “What is your intention relative to relieving the 
condition in Detroit by putting out contracts in Detroit at excess cost 
of low bids elsewhere?” He hesitated for about a minute and a half 
and his answer was, “I think under those circumstances I would con- 
sider that I had the authority and go ahead.” That was his answer 
I am not quoting him verbatim. In the record I think you will find 
his statement substantially as I have given it. 

Mr. Wiccieswortu. Off the mabe 

(Discussion off the record.) 

Mr. Smatu. You have to look at what faces the contracting officer in 
these cases. They are trying to be helpful within the limits of what 
they conceive to be their authority. I must say that it is a rough 
road for every one of them at the moment. 

Mr. Wiccieswortn. It is a vital question and something must be 
done about it. I believe that is all I have at the moment, Mr. Chair- 
man. 

Mr. Sueprarp. Mr. Taber? 


REASONS FOR MACHINE TOOL SHORTAGE 


Mr. Taser. Mr. Small, with regard to this machine tool business, 
why was there such a shortage when we got into this Korean war, 
after having developed all the machine tools which we had at the end 
of World War II? Is there any reason for that? It would seem 
as though all these machine tool manufacturers should have had an 
opportunity to stock their own businesses with things at bargain prices, 
and that we should have kept the things which would have been useful 
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for manufacturing the products which appeared to be of continuous 
needs. Why does such a situation exist ? 

Mr. Sma. Well, the history of the machine-tool industry has 
been one where they have either a feast or a famine. I wish I had 
a chart here to show you what happens. Here it is. 

Mr. Taper. I know that. 

Mr. Smautu. You know of that chart. 

Mr. Taser. On the other hand, I had a picture where they went 
way up. 

There was a tremendous amount ef surplus machine tools at the 
end of the war, and then they were Psst into the market, at little 
or nothing in price. These fellows had an opportunity to pick up the 
things that they would need for the operation of the machine tool 
plants, at very cheap prices. 

On top of that, 1 had supposed that the military authorities and 
the RFC had gotten together and were stockpiling those things they 
thought would be perhaps of future use in the event of emergency. 
Those two things would make me feel that it is difficult to understand 
just why we have had such a shortage. 

Mr. SMALu. Well, on the first point that you just mentioned, at the 
end of the war there were a great many tools which were left over, 
and which the Government owned. Under the mandates as they then 
existed, those had to be offered to industry to get industry back roll- 
ing again, if industry wanted them. ; 

So the first choice of those tools, under the mandate of Congress, 
was to sell them to industry, and not retain them for the services. 
The services were not allowed to pick the things they thought might 
be needed. When the Government got rid of everything they could 
get rid of, then the services were given the balance, which we did 
stockpile. 

We have not entirely used those up, but many of them have been 
nit to use. We have about 23,000 of the so-called machine tools left 
in the Reserves in the services. That is not many. Some of those are 
special-purpose tools which cannot be used for anything except some 
purpose for which nobody needs them now but would need them in 
case of all-out war. Others they are trying to find 7 lants in which to 
put them. I hope that will be done, and that we will soon not have any 
currently usable tools that are not in use, 

Before Korea and certainly since Korea there has been going on in 
our country an enormous expansion of things other than military 
goods; of basic materials, for example, such as steel. There has been 
an enormous expansion of practically every segment of our industrial 
economy. 

The Defense Production Administration put out a chart recently 
which gives you the result. Take steel. Look at that black bar. That 
is the direct military. ‘The whole business here [indicating] is other 
expansion. 

Mr. Taser. What do you mean; an expansion of industry / 

Mr. Smaun. More freight cars. More agricultural machinery. More 
everything. More pipelines. More everything you can think of in 
order to be prepared for all-out war if all-out war should come. In- 
cluded there is a big modernization program going on with private 
capital, and no tax amortization involved. An enormous expansion 





ent 


the 
tle 
the 
ool 


nd 
1ey 
cy. 
ind 


the 
er, 
hen 


oll- 


ess, 
ces. 
ght 
uld 
did 


een 
left 
are 
yme 
1 in 
1 to 
ANY 


,1n 
ary 
een 
rial 


itly 
‘hat 
ther 


lore 
f in 
In- 
vate 
sion 


301 


program is going on which takes, as you will see from this chart, more 
steel and more copper and almost as much aluminum as the military. 

Practically all of those expansions require machine tools. If you 
pile on top of that the need for a particular machine tool that will 
save X man-hours on a jet engine, which will probably bore holes from 
six different directions at the same time, with one fellow pushing a 
button rather than doing it by hand, in the special tools, then you get 
an enormous peak of demand which I just showed you here on the 
chart. 

It is this kind of peaking of orders on the books, plus the orders 
from abroad that results in this situation. That is the reason for the 
shortage of tools which could not be prevented, Mr. Taber, by stock- 
piling tools; for in some instances we do not know yet how we want 
to make them. For example, completely new tools are required for 
new products such as jet engines. 

Mr. Taper. I can appreciate that there would be the new engines and 
new types of airplanes, and probably the machine tools designed for 
them would not be of very much value. 

On the guns, however, I do not know how much of a change there 
has been. It should not be so much. The same would be true for the 
munitions and ammunition. 

Mr. Smati. On the ammunition, yes; because we are in the process 
of getting into a change there. Except for the World War II carry- 
over we are not now using the same cases, 

Take the artillery ammunition, above 20 millimeter. You can call 
it heavy ammunition. Except for the little parts and pieces, a bit of 
a fuze or a bit of this booster or something within the ammunition, we 
are getting away from the use of copper and going entirely to steel. 
In shifting over into steel we have run into a host of problems requir- 
ing new tools, new kinds of tools to use steel for the shell cases which 
use steel instead of copper. The tools that we had previously to make 
brass shell cases are of no use to us if we do not want to use brass. 
We are trying not to use brass in order to make brass available to the 
civilian economy. 

TANKS IN KOREA 


Mr. Taser. Do you people know anything about the tank situation ? 

Mr. Sma. Yes, sir. 

Mr. Taser. Why is it that the tanks which the boys have out in 
Korea are reported to be unable to stand up against the tanks which 
are there, because of the longer range of the Russian tanks? 

Mr. Smauy. General Collins said in a talk, which he gave here very 
recently, on January 14, that we have never yet in Korea lost any tank 
engagement to the Communists. He says that our tanks have out- 
powered the Communists in every tank engagement. 

Mr. Taper. I was talking Saturday night with a man who had just 
returned from Korea, and whose son was ina tank unit. I have gotten 
my current information from him. I frankly was very much dis- 
turbed by it. 

Mr. Sueprarp. I think there is a line of demarcation between the 
report that we have not lost an engagement as against the fact that 
we may have lost tanks. 

Mr. Smauy. Have we lost tanks? Surely we have lost tanks; but 
not because of grave deficiencies in the equipment. 








302 


I would like to read this statement, where General Collins says we 
have not lost a tank engagement, tank for tank. In other words, our 
tanks are superior over there to the Communists we have been up 
against. 

Here is what he says: 

If our occupation forces in Japan had medium and heavy tanks they would 
have ruined not only the bridges but the roads as well. The cost of renovation 
would have been prohibitive. Consequently we fared badly in tank engagements 
until we could get our own mediums into action. Since then, however, we have 
defeated the Soviet mediums in every tank engagement to date. 

That is in answer to the question of why, in the early days, did we 
only use light tanks. 

Mr. Taser. I think I would like to go back for a little more detail 
on the information I have. If the top brass thinks one thing and the 
fellows operating them think something else it is about time we found 
out. 

Mr. Smatx. You are absolutely right. May I read this to you? 

Mr. Taser. Surely. 

Mr. Sma. This is what General Collins says: 

I think Korea has proven again that our concepts and doctrines are sound. 
Our experiences there have confirmed the need for organic armored units with 
our infantry divisions. Even though Korea is not considered good tank country 


our commanders at all levels have lauded the accomplishments of our tank units 
and have emphasized the importance of armor in the ground combat team. 


INTERNAL ORGANIZATION OF THE Boarp 


Mr. Taser. Your set-up over there in the Munitions Board is this, 
is it not, Mr. Small: You are the Chairman and there are three service 
members of the Board? 

Mr. Smatu. That is correct, sir. 

Mr. Taner. Do you have the sole authority to determine what should 
be done, or does the Board by a majority vote have that authority / 

Mr. Smauu. The Chairman has the power of decision only when 
there is disagreement within the Board. 

Mr. Taper. Only when the three members should disagree. In 
other words, the Board members, the service members, make the deci- 
sions, rather than the Chairman ¢ 

Mr. Sma. If they are agreed on a course of action, all three of 
them, under the Munitions Board charter, I would have to go along 
with them. Actually, if I think it is something very serious, as a 
member of the Secretary of Defense’s staff, I appeal to him and say, 
“I think they are wrong; let us do something about it,” but I cannot 
do that under the Munitions Board charter. I have to do it as one of 
his staff. 

Mr. Taser. You have to do it with the Secretary of Defense ? 

Mr. Smauy. That is correct sir. 

Mr. Taper. On how many occasions have you had to submit things 
to the Secretary of Defense ? 

Mr. Smaui. Major things, twice. Minor things I can usually han- 
dle in one way or another; by persuasion or something, to get the job 
done, even with a little delay. 

That is not such a bad way of doing business, either. I do not 
think you ought to use the club and pound people too much, but we 
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have to get this job of work done. By persuasion and persistence or 
wangling it around in one fashion or another we usually get the job 
of work done. 

Mr. Taper. It really has to result in the different services getting 
together and agreeing on a procedure; is that not about what happens? 
That is the way things work out as a general rule. 

Mr. Smatt. Fundamentally, yes. Fortunately there is an inclina- 
tion to disagree among them, so that I am able to make a decision, 
because one of them disagrees with the other two. It is not very often 
that the departmental members have a unified position which I think 
is 100 percent wrong. - 

Mr, Taser. Does the operation coincide to a large degree with that 
operation which took place before the Bureau of the Budget, in the 
years before the Korean episode, where each service insisted on getting 
just about the same amount of money that the other service had? 

Mr. Smatx. You mean, does that kind of thing prevail? Is that 
what you mean? 

Mr. Taper. Yes. 

Mr. Sma. It exists but it does not prevail. The amounts of money 
which are in the budget, for example, are certainly not the same. 

Mr. Taser. They are not comparable today. 

Mr. Sma. No, sir. 

Mr, Tazer. That is true. But for a considerable period of time 
they were. 

Mr. Smauu. Yes. Is there trading between the services? Surely. 

Mr. Taser. Would it be better if the Board were civilian? 

Mr. Sma. It is all civilian now. The three members are. 

Mr. Taser. They are three under secretaries. 

Mr. Smati. They are civilian. 


INDEPENDENT EXPERT ASSISTANCE TO THE BOARD 


Mr. Taser. Along with you. Do you have any independent staff at 
all which goes into any of these things, which is not composed of 
members of the armed services ? 

Mr, Smaux. Well, Mr. Taber, I think what you are driving at is 
this: We do employ outside expert persons on occasion. 

Mr. Taner. Ton see what I am driving at. 

Mr. Sma. Yes, sir. 

Mr. Taser. That is; if they submit to you a request for priorities 
to go ahead with an airplane or a particular type of airplane would 
you have any authority to get somebody in the nature of an expert 
outside of the armed services to check up on that operation? 

Mr. Satu. As to the evaluation of the worth of the weapon? 

Mr. Taper. Yes, 

Mr. Smatu. No, sir. 

Mr. Taner. You would not? 

Mr. Smatu. No, sir. There is a weapons evaluation group in the 
Joint Chiefs staff for that purpose. On many aspects of our job of 
work I have called in outside experts. For example, we called in 
the Harvard School of Business. We called them in to make a study 
of one facet of this thing. 
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We do call in outside experts on various segments of our problems 
who are objective and who are not subject to the armed services 
pressure on some of these things. 

But as to the weapons themselves, they are not a function of the 
Munitions Board to challenge. As to the 71 millimeter versus the 50) 
caliber, or vice versa, that is a job of the uniformed men, the Joint 
Chiefs of Staff and the Research and Development Board. They are 
the people who work on the adequacy of the weapon as a weapon. 
That is not our job. 

Our job is to get what the Joint Chiefs of Staff and the services de- 
cide they have to carry out the mission. We may challenge the quan- 
tity. We may challenge the timing. We may challenge the transla- 
tion into material. We may challenge the feasibility, in an individual 
plant, of getting the weapon out. 

As to whether the M-47 is a better tank that the M-48, that is not 
our job, nor should it be, in my opinion. 


AUTHORITY OF BOARD TO SUBSTITUTE LESS CRITICAL MATERIALS 


Mr. Taner. Whose job was it to substitute the steel for copper in a 
considerable part of the ammunition ? 

Mr. Sau. It is our job to see to it that- insofar as we are able, in 
conjunction with Research and Development and with the engineer- 
ing people, they do the utmost in conservation of materials, like sub- 
stituting steel for copper in ammunition. 

In the final essence, the decision must be the fellows who are shoot- 
ing the guns and the fellows who are making the ammunition. If 
they can make it out of copper and they cannot make it out of steel and 
we cannot prove it to them, or have anybody else prove it to them. 
they are the fellows who are shooting the guns and must have the 
material. 

Actually they have gone a long way on that one. I think we can 
be proud of their record so far on the heavy stuff, above the 20 milli- 
meter. 

On the 50 calibre and the 30 calibre, which are mainly the automatic, 
‘apid-fire rounds, they are running into trouble on the substitution of 
steel. We have a lot yet to learn about steel, which we learned long 
years ago on copper, which we have not yet learned on steel, to work on 
these automatic very rapid-fire small caliber guns. 

However, on the heavy stuff I think they deserve congratulations. 
They have done a swell job. On many other items of conservation 
they have done a swell job. On some they are not moving fast enough, 
and we keep needling them. 


INCREASE IN NUMBER OF PERSONNEL 


Mr. Taser. On the personnel picture, you seem to have about the 
same number set up for the Board as you had for this particular year. 
I think there are only 18 more. 

Mr. Smatu. Not for our shop. There is an increase for one new 
job which has been added, and another which was given to us for ad- 
ministrative purposes. 

Mr. Taper. It goes from 766 to 754, and then there is that traffie in- 
crease of 5 besides that. 
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the Military Traffic set-up / 


handled under the Secretary of Defense and ties in with us very 
closely. They are operational and we are not. We are policy only. 
They are down in the detail of the freight rates and movements and 
eross-hauls and so forth. They are operational. That is a joint 
agency with three departments, an operating agency. 


If you take the figure which is on page 40, it does not figure out to 
that, but comes out to a little over $6,000. The military would be 
extra. It would be just a little over $6,000. 


tion besides the basic pay. The $5,809 figure I read to you 1s just 
the base salary. You have money in there for the personal services 


about. There is also money for overtime. 
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Mr. Smauu. And the Housing Agency. 

Mr. Taser. The Housing Agency is in the 784, is it not? 

Mr. Kipsron. Yes, sir. 

Mr. Smaui. We did not have 12 in it. 

Mr. Kinston. No. The new 784. 

Mr. Taser. There are 786 over-all in your present year, of civilians, 









































MILITARY TRAFFIC SERVICE 
There is a separate division there for the Military Traffic. What is 


Mr. Smauu. The Military Traffic Service is an operation which is 


AVERAGE SALARY 
* 


Mr. Taser. You have an average salary set-up of about $6,000 ¢ 
Mr. Lortis. $5,809, sir. 
Mr. Taper. That may be right, but it would not figure out that way. 


Mr. Lortis. Yes, sir. That includes other elements of compensa- 


for these experts and consultants which Mr. Small was talking 


Mr. Taser. Well, I guess you will get tothat tomorrow. You will 
have to be up here on that, probably, will you not? 

Mr. Lortis. Yes, sir. 

Mr. Taser. I believe I will not go into that any more right now. 

Mr. Kipsron. Mr. Taber, before you get away from that, I would 
like to make a statement, if I may. 

We had in July of last year, 1951, 924 people on duty in the Mu- 
nitions Board. The Chairman voluntarily reduced that staff to a total 
of 888. All we are asking for for 1953 is the reduced figure of 888 
plus 12 additional people for the Housing Agency, a new operation, 
or a total of 900. That plus the 23 for the Military Traffic Service 
gives the total of 923 for the Munitions Board, the Cataloging Agency, 
and the Military Traffic Service. 

Mr. Taper. I see. That will show up on your green sheets when 
you get them completed. 


RESPONSIBILITY FOR STOCKPILING 


On your stockpiling operation, just what do you do? What is 
your responsibility on that? You do not buy the merchandise, as 
I understand it; but that is an operation of the General Services 
Administration. 

Mr. Smauyi. That is correct, sir. 
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Mr. Taser. What is your responsibility in connection with it? 

Mr. Smati. The Munitions Board, by delegation under the stock- 
piling statute, let us say, is the spearhead of the stockpile. They are 
the protagonist for the stockpile. 

The Munitions Board relies upon an interagency stockpile com- 
mittee which in turn is supported by commodity experts from all the 
agencies involved, such as copper, lead, zinc, and so forth. 

The interagency stockpile committee, as I tried to explain here ear- 
lier in the day, using the best figures which they can get from every 
agency involved—most of these figures do not come from the military, 
but they come from the civilian side of the river—figures out the prob- 
able supply in the event of an all-out war, taking into account what 
the Joint Chiefs of Staff tell us as to the danger of being cut off from 
this area, or of what the State Department and the Joint Chiefs of 
Staff and Intelligence tell us about the danger of sabotage or infiltra- 
tion or whatever from some of the areas that are slightly “pink,” let 
us say. They try to come up with the most realistic picture they can 
get of the probable supply, and simultaneously with the most realis- 
tic picture they can get of the probable demand. 

How much are the military going to take? We come up with that. 
That is our job, to supply the probable demand of the military. The 
other agencies of Government come up with their estimates of the 
probable demand of the railroads, of the utilities, of the waterworks, 
of the public roads and all the rest, such as agricultural machinery. 

They accumulate all of these figures, and all of those figures as to 
probable demand are based on, by definition, more rigorous civilian 
deprivation than we had at the height of World War II. It is to be 
presumed, therefore, that they are a minimum demand in the event 
of all-out war. 

You take the probable supply and match it up against the probable 
demand, and you have a deficit. That deficit becomes the stockpile 
objective. The figures that back up any such determination as the 
stockpile objective are handed up by the interagency stockpile com- 
mittee to the Munitions Board, who passes on them. Very frequently 
we throw them back and say: “Go over them again. We think you 
are too high.” Or: “We suspect it because it looks too low. Better 
take another look.” And they do go back and take another look. 

In the case of the most important metals, they are revised very 
frequently. In the case of all of them we try to get a revision every 
year, and there are seventy-odd on this list. 

The Munitions Board with the advice of this interagency stockpile 
committee then tells the GSA : “This is what we need, and we want you 
to accumulate it within certain time periods. We believe that you 
can accumulate it within those time periods. We believe you should 
be able to buy it.” The GSA then goes out to buy it, without creating 
inflationary effects on the world markets, wherever it can. Very fre- 
quently they go out of the market. 

Within the past 6 months with increasing frequency the things 
GSA has contracted for, instead of flowing into the stockpile, are be- 
ing diverted to industry, partly for the military, partly for B products, 
and partly for civilian products. However, those things which are 
diverted do not get into the stockpile. 

If those things once get into the stockpile, under the statute only 
the President or the Congress can take them out of the stockpile. 
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There have been several cases of taking them out of the stockpile 
so far. 

Therefore, the rate of acquisition into the stockpile is not within 
our control. We can say what we think it ought to be, but the civilian 
agencies can countermand that in their wisdom and divert from the 
stockpile, so that our rate of acquisition varies with the individual 
commodity. 

The status at the present time, of the stated objectives—and, as 
I say, these objectives are the judgments of very objective honest 
people, and they have no axes to grind—we have about one-third of 
the total in the stockpile of what we should have should an all-out 
war hit us. That is, in my opinion, what we should have. 

If we had the other two-thirds, we would, in my opinion, be rela- 
tively safe insofar as our materials from overseas are concerned, but 
we cannot do it at this juncture. It is impossible to supply all the 
demands and still keep the stockpile acquisition moving forward. 
That varies commodity by commodity. 

On some of the things, the current take of the military alone pre- 
vents us from getting anything into the stockpile. 


OBSERVING OF MARKET CONDITIONS TO EFFECT TIMELY PURCHASES 


Mr. Taser. Is any careful check kept by anybody on the market 
conditions, to tell whether it is safe or desirable to get into the market 
at a particular time on anything of that character? Do you consider 
whether or not an article is in general oversupply or undersupply ? 

Mr. Smatu. Oh, yes, to that question. If it is in oversupply and 


surplus there is nothing which prevents the GSA from going ahead 
with its rate of acquisition. Because of the surplus, they can pick it 
up at relatively low prices. 

On things where there are dramatic cost increases, such as, for ex- 
ample, in rubber, the GSA consistently for the past year and a half 
that I know of—I do not know about before that—has been at least 
5 cents under the market on what they offer, constantly trying to 
drive the prices down. They have been out of the market completely 
for 1 month or 2 months at a time, in order to get the material at a 
reasonable lower price. 

Mr. Taser. Is rubber not one of those items that has to be turned 
over ? 

Mr. Smatu. Rotated; yes, sir. 

Mr. Taser. You do not have to have the approval of the President 
for the sale of those rotated items? 

Mr. Smauy. Not rotation; no, sir. 

Mr. Taper. That is, where you are going into the market and buy- 
ing a fresh item. 

Mr. Smauu. We sell the old and buy the new, but we do not lower 
the stockpile content, gross, without his permission. 

Mr. Taser. Is there a careful check made to see that you do not 
attempt to go into the market on these things that are in real scarce 
supply, so that you might upset the apple cart completely ? 

Mr. Smatu. Yes, sir. 

Mr. Taser. I am afraid you did not do that in the rubber purchase 
a couple of years ago. 
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Mr. Smati. If you want to go into it, I have here quite a bit of 
information on that. 

Just for my own curiosity I had an analysis made of what GSA did 
purchasewise and what prices did. The peak in the price of rubber 
occurred when GSA was out of the market. They were not in it. 

Mr. Taser. They were not in it? 

Mr. Smatu. No. There were other reasons which were quite clear 
as to why the price of rubber went up at that juncture, but GSA were 
not in the market for a couple of months when the price peak occurred. 

The spot price at Korea was 31.5 cents, and it edged forward, with 
GSA being out of the market intermittently, until about the middle of 
October, when it was at 6314 cents. GSA went out of the market on 
the 18th of October and stayed out of the market until the 21st of 
December. During that time rubber went up from 6314 cents up to 
81 cents. That is just a straw in the wind, to show that during the 
period of the greatest increase they were not in the market. It has 
never been that high since. It has been going down since. 

Mr. Taner. What is it now? 

Mr. Smaui. The GSA is buying at the present time, I think, at 
around 48 to 50 cents; 45 to 50 cents might be a better price. 

We are only getting the excess. We are only taking what is left 
that cannot be sold elsewhere, and they are staying religiously about 
5 cents under the market. That is not a very good way to accumulate 
a stockpile fast, but it certainly shows their effort to keep prices 
reasonable. 

Mr. Taser. Well, maybe you are just as well off. 

I think that is all I have. 
Mr. Sixes. Mr. Furcolo? 





AUTIIORITY OF CHAIRMAN ON POLICY DECISIONS 


Mr. Furcoro. I did not quite understand a little earlier when you 
were talking about your authority to make decisions; but as I under- 
stood it, you indicated that if there were any division among the 
services you then could make the decision; is that correct ? . 

Mr. Smauu. Say that there is a problem up, and one votes “yes” 
and two vote “no.” I decide it. 

Mr. Furcoto, You can then decide “yes”? In other words, you 
can take the minority viewpoint ¢ 

Mr. Smauu. Always with the right of appeal. 

Mr. Furcoro. I understand. 

Mr, Smavi. Which, I may add, they have never done. I do not 
know why. 








QUESTION 






OF GREATER PINCH ON CIVILIAN PRODUCTION 


Mr. Furcoro. At page 9 of your original statement, down near the 
end of your second paragraph, you made some mention at the time 
as to whether or not such a program were feasible. You answered 
that it had something to do with pressure on the civilian economy 
and so on, to have that economy give up cértain things. 

In your opinion at the present time is there enough pressure on that 
civilian economy? In other words, is the civilian economy giving up 
enough things? Or do you really need to have the civilian popula- 
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tion give up a little more in order to have your program be more work- 
able and feasible ¢ 

The reason I ask the question is because apparently your answer 
indicated that it probably was feasible, but depended somewhat upon 
what happened with the civilian population. 

Mr. Smauy. The question of feasibility at this juncture of limited 
mobilization is one as to which you cannot just compute the total 
supply and say, “We are taking less than that for the military things, 
and, therefore, the military program is feasible.” Theoretically it is 
feasible, but actually you would not want to deprive the railroads or 
the pipelines or the utilities of enough to perform a particular thing 
which is theoretically feasible. 

Do you see what I mean? 

Mr. Furcoro. I see. 

Mr. Smauu. Therefore, there is a judgmental factor in it. In this 
condition in which we find ourselves, which is not all-out war, where 
we are trying to maintain the whole economy running without rocking 
the boat, what would be feasible in all-out war really we should not 
do at this juncture. 

Mr. Furcoro. Are these segments of the civilian economy, to use 
that pharse, using what you would term to be essential materials or 
perhaps even critical materials, where a substitute which is nonessen- 
tial or noncritical could be used ? 

Mr. Smauu. Well, I do not want to be too precise about this, be- 
cause I am getting into too many technical details. 

On some of the things like nickel and cobalt, and so forth, we may 
recommend to the civilian agencies: “Put in a regulation that will 
cut down or cut out some use which we think is relatively non- 
essential.” 

But by and large when you are taking about metals such as alu- 
minum or copper or steel, they have done a pretty good job across the 
river making them substitute steel for copper and steel for aluminum 
or aluminum for copper. 

I might explain that steel, as steel, is an item where the supply 
is increasing. It is already up about 8 million tons above what it was 
at Korea. It is going up to 17 or 18 or 20 million above Korea before 
we get through. 

Therefore, on the supply of steel we see daylight ahead of us. The 
relative impact of the military program, which is currently around 
10 or 11 percent of the carbon steel, will diminish as you move for- 
ward. If the supply increases and the military program remains 
fairly level the impact will diminish. 

Do you see what I mean ? 

Mr. Furcoio. I see what you mean, but let me use this just for 
illustration: For example, on automobiles or refrigerators or any 
special items of equipment, are they using any material, perhaps 
for purposes of decoration, which may not now be in critical condi- 
tion so far as supply is concerned, but which in the event of all-out 
war would be critical? Have I made clear what I am driving at? 

Mr. Smauu. Yes. Yes; they are. Certainly they use copper in 
radiators. In the event of all-out war I do not think we would have 
any copper in radiators. ‘They would have to use a substitute which 
would not be as good as a copper radiator. 
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Mr. Furcoto. But it could do the job? 

Mr. SMALL. It could do the job in all-out war. 

Mr. Furcoro. How about any of the decorations or trimmings on 
automobiles ? : 

Mr. Smau. Well, as of the moment we are in a relatively easy 
position on chrome stainless, for example. We do not want them 
to use any nickel stainless if they can get away from it, because nickel 
is extremely tight. Chrome stainless we are in a relatively easy 
position on. 

So far as you are concerned, you could not tell the difference looking 
at it. 

Mr. Furcoio. That is what I am getting at. At the present time 
you are in pretty good condition ¢ 

Mr. Smauu. Yes; on chrome stainless. 

Mr. Furcoro. But is that a material which in the event of all-out 
war would rapidly become very scarce and would be critical ! 

Mr. Smautu. Very probably. 

Mr. Furcoito. What are you doing about such things as that? What 
I am getting at is this: I know that you are caught in between, trying 
to let the civilian economy keep going, and also trying to conserve 
what you may need. I assume you are doing that more or less with 
your eye on what present conditions are, where we are not in an all-out 
war. 

Mr. Smarty. You are talking about the Government as a whole; 
not talking about me. 

Mr. Furcoto. I am talking about you. I assume that is what the 
Government is doing and I assume that is more or less your own 
situation. 

Mr. Smauu. No. After all, I may be the scapegoat for many things 
that happen, but as to what the automobile people are told they can 
do or cannot do, that is under Mr. Wilson. 

Mr. Furcoro. That is somebody else’s department ? 

Mr. Smauu. That is right. I do not have anything to do with it. 

Mr. Furcoro. Here is what I am getting at, and perhaps you can 
tell me who has the responsibility, if anyone: Are we in a situation 
where there are sinheaiate which in the present stage of the game are 
not in the critical category but which in the event of all-out war would 
be very rapidly in a critical category, where we still are letting the 
civilian segments of the economy go ahead and make use of such 
materials with the idea in the back of our minds that come an all-out 
war we, of course, will clamp right down? Are we in a situation such 
as that? 

Mr. Smatu. I ama littie lost in that, sir. 

Take the basic materials—copper, aluminum, and steel. They are 
using copper for a great many things which, in the event of all-out 
war, would have to be stopped, or reduced to irreducible minimums. 

Mr. Furcoro. Yes. 

Mr. Smarty. At this juncture we have not the amount of aluminum 
necessary to replace the copper, although the aluminum supply is 
increasing. As soon as we get a greater aluminum supply then the 
civilian use could shift over from copper to aluminum. Steps are 
being taken as we get increased Wi bg of acceptable substitutes to 
get them away from the tight into the loose. 
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Mr. Furcoto. Would it be mostly Mr. Wilson who would have the 
say about that / 

Mr. Smauy. Yes; he would have the say about that. We do 
ys On not have 1t. 


easy Awakrvine or Contracts to SMALL Business 

them ‘ ‘ : 

ickel © Mr. Furcoro. Yes. Now, on page 13 of your statement you have 

easv listed there some of the considerations which the procurement officers 
4 are directed to weigh. 

king One of them, of course, is to see that small business gets a fair share 
r of defense contracts; and there are others, including the favor of 

time distressed labor areas. 


Who actually enforces that? Are directives simply issued in the 

hope that they will be carried out, or are there any teeth in them / 
ieut ff fr. Sway. Well, there is teeth in that, with the price being equal, 
the quality being equal, the performance being equal and the specifica- 
tions being equal between two firms. When one is in a distressed 
Vhat labor area and the other is in a tight labor area, do not give it to the 
one in the tight labor area but give it to the other one in the distressed 


rying on “eae 
ae labor area. That is just common sense. 
with As between two firms in a comparable condition, a big firm and a 


ieoet i little firm, give it to the little fellow. 

Mr. Furco.o. I realize that, but is that about all that the No. 1 comes 
down to? You say: “See that small business gets a fair share of de- 
fense contracts.” 

Tho _ That means with other things being equal between the big and small 
firms, the small one gets it; or is there something in addition to that ¢ 


hole; 


own : Sil. 

Mr. Sma. If we have every done anything, I think we have edu- 
Sti cated the procurement officers to the fact that small business is the 
r ll foundation of our economy and we must see to it that they do not die, 


and that our officers do anything that they can do reasonably, with- 
out going against the law, to give them every opportunity. They 
have to tell him what is coming up; they have to help him in every 
; way possible. However, if it comes right down to a question as to 





ra price, everything else being equal, they are not allowed to pay more 
‘ine to the one than the other solely because it is small business. 
uid Mr. Furcow. Yes. 
fee _ Mr. Smatv. It may well be that in order to get several suppliers 
adie in, that is, to spread the mobilization base to the needed extent, you can 
Rink do that and Congress will back us up, but they have told us not 
aay to pay a premium to small business merely because it is small business. 
The Comptroller also told us that. 
Mr. Furco.o. You mentioned that you tried to get subcontracts to 
y are small business on the theory, of course, that most of the prime con- 
‘pet tracts are going to big concerns. Is that on a voluntary basis, where 
nm you talk with whoever has the contract and say, “We hope you are 
. going to do such and such”; or do you have a little more control than 
iii, that? In other words, just how do you go about getting the’ sub- 
ly is contractors from small business? TI realize that you want to do that. 
the Mr. Smauu. Well, I can go into a lot of detail here on what we are 
ni vat doing. ; A tens 23 
a rte Mr. Furcoro. Let me ask you this question: Is it fairly effective, 
however you are doing it? Is it getting results? 








The reason I ask is because I get sort of a different story fron 
some of the smaller-business people. 

Mr. Smati. Surely, you do. 

Mr. Furcoio. That is the smaller concerns. 

Mr. Smauu. Surely. I do not know how to measure total results. 
I do not know what measuring rod we can use. 

You understand that in this picture we issue a contract for a tank. 
That fans out to the first subcontr actor echelon, and then it fans out 
into three times that number in the next line of the subcontracting, 
and so on all the way down the line. A great many of those fall into 
the category of small business. 

We put into the contracts that we want them to subcontract to the 
greatest possible degree. We put in there that we want them to use 
small business. We just do not have the people to go into the mil 
lions of transactions by the contractors to determine whether or not 
they did it in every individual instance. It would take scores of 
thousands of clerks, auditors, and so on. 

Now, one of the things which we find ourselves up against is a rela- 
tively simple one. We say to the prime contractor: “You agree to 
make this gadget for so many dollars, and deliver on such and such « 
due date.” 

If we at a later time go in and say: “You agreed to make it for $10, 
but we want you to buy this part here and that part there,” he will 

say : “It is going to cost me more money. I will have to raise my price.” 

The second thing he will say is: “Well, you tell me to buy it from Joe 
Doakes, and he falls down on his contract. Therefore, you cannot 
blame me. You took the responsibility when you told me what to do.” 

Can you see the dilemma ¢ 

Mr. Furcovo, Yes, | can see the dilemma. Actually, is it more than 
a hope that they will do it? Or do you really have anything there 
where they go out of their way to try to work it out with you? 

Mr. Smatu. I think you will find, by and large, among the larger 
contractors, the so-called large contractors, there is not only a desire 
but a willingness to go out to tr y to do the best they can to get the little 
fellows into it. It is to their adv antage not to be dependent on one or 
two, but to spread it out. It is to their advantage, so long as the cost 
does not go up too much. How do you measure what is happening? 

The colonel here gives me one statement : 

General Motors, the largest military prime contractor, has reported that the 
112 plants of its manufacturing division in peacetime are dependent on more than 
12,000 outside firms for materials, supplies, parts, and services. A study made 
in 1943 by the corporation, at the request of the War Department, showed that 
in wartime the number was 19,000. About 25 percent of these are fabricated 
parts, 9 percent furnished raw materials, and the remainder provided services, 
operating supplies, buildings, machinery, and equipment. Of the 4,713 firms 
which provided General Motors with fabricated parts, 75 percent employed fewer 
than 500 persons. 

We can measure what we are doing for small business on prime con- 
tracts. We really have only one measure, which is not accurate, but it 
is the only measure that we have, which is this: How many prime 
contracts do we issue to fellows under 500% The level as of November 
was 26.4 percent. The effort is constantly to keep that percentage 
going up. 

I mentioned here earlier in the day that you can take other measur- 
ing rods such as employment in small metal-working firms. You wil! 
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find out they are relatively better off than the big firms. There are 
business indices such as profits. Various other indices will give you 
an indication. 

But the little fellow who is put out of business just does not get any- 
thing from the average. He goes right back to you and says: “I do 
not care what happened to the average. What about me? T did not 
get a contract.” 

That is the terrible trouble we are in on it. 


PROTECTION OF VALUABLE ORES 


Mr. Furcoro. I frankly do not know whether you have anything at 
all to do with this situation or not, but I would like to ask you if you do. 

I think it was in the State of Nevada, or one of the States in that 
general area, where one of the Congressmen told me that a good deal 
of the so-called precious ores or resources were going to be lost per- 
manently because some of the mines which were “not being used 
were filling with water. It would take a comparatively small amount 
of money to get those in a condition where that material could be 
salvaged. They were not able to do it. 

Would a situation like that come under your department? Would 
you have anything to do with something like that ? 

Mr. Smati. We do not directly have a thing to do with it. If it 
came to my attention that a thing like that were going on I would im- 
mediately turn to Defense Minerals Administration or to Jess Larson 
of Defense Materials Procurement Agency and say: “What about it, 
Jess? Let us get this thing rolling.” 

That is his “department, and I am sure those problems are being 
handled. 

Mr. Furcovo. Off the record. 

(Discussion off the record.) é 

Mr. Sixes. Mr. Davis? 


Facrors AFFECTING SPREADING-OUvT oF MopinizAtrion ProGRAM 


Mr. Davis. Mr. Small, earlier you stated that “In December of 
1950 there was the proclamation of an emergency,” and then there 
was what you called “a limited mobilization.” 


LIMITED PRODUCTION CAPACITY 


Your statement subsequently shows, and we have had previous 
witnesses who explained, that the cone ept of 1950 has been changed to 
the extent that we have lessened our immediate defense production 
goals. Are there any significant instances where the goals have been 
lowered because our production capacity simply has not been there to 
reach the previous goals ? 

Mr. SmMauti. W ell, let. us take the broader question first. 

In 1950 we said: “We are going into a limited mobilization. We 
are not going to pile up a lot of war reserves. We are not going to 
buy the “undershirts far in advance of the soldier. We are not going 
to get the Garand rifle for the soldier before his regiment has the tank 
that goes with it. But we are still going to try to ‘do this job in great 
degree by a certain calendar due date.” 
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What we have done now is to move the due date on, thereby lower- 
ing the levels at which you have to peak up to reach the calendar due 
date. Is that clear? 

Mr. Davis. Yes. 

Mr. Sma. It is a limited mobilization. Immediate, full mobiliza- 
tion requires a compressed time schedule, and limited mobilization per- 
mits spreading schedules out a little more, without changing the 
goals. 

That is one thing which will have major effect on the civilian econ- 
omy. The major part of the change in the program, insofar as it 
affects the civilian economy, will be the change in rate of production of 
airplanes. The peak rate of airplanes, and when it will be reached, 
will in turn reflect back on the alloy steel, the alloying elements in 
steel, and aluminum. A part of that is due to the infeasibility of 
building that many planes as quickly as we would like to build them, 
because the goals were set on the basis of: No trouble with strikes, no 
trouble with insufficient labor, having all the materials you want, hav- 
ing them on time, having them delivered on time, with no trouble with 
components and no trouble with anything. 

Those maximum “optimistic” goals, if you like, timewise, have 
caused some of this lowering down to what is now, I think, a realistic 
rate that we can reach and attain. 

Mr. Davis. Then you would specifically name airplane production 
as one important instance where you have had to lower your goal be- 
cause the production was not there, would you? 

Mr. SMALL. For two reasons. The production was not there and the 
materials are not going to be there in the third and fourth quarters 
of this year. 

Mr. Davis. Do you have any other important instances like that in 
mind ? 

Mr. Smautz. That is the major one. That is the big bulk of the 
thing. ‘ 

Mr. Davis. Do you have any others? 

Mr. SMAuu. I will give you another. We could produce a lot more 
tanks if we had more foundry capacity for hulls and turrets, so we 
have a limiting factor in hulls and turrets. That is foundry capacity. 

Mr. Davis. Is that due to a misconception in the first place, when 
they set the first goal? Did they think we had more foundry capacity 
than we had, or did they know? 

Mr. Sma. It is due to a number of things. One of them is a new 
facility which was coming in. It has been delayed. It is not coming 
in as soon as expected. That goes into a long background of the fact 
that the facility coming in had to depend upon the contract from a 
prime contractor, who could not give the subcontracts until he had 
orders from the military, and we did not give them, because we did 
not have the dollars. 

Mr. Davis. Along in that same concept you used these words: 

The current program calls for heavy dependence on the establishment of 


warm production lines rather than attempting to accumulate reserves to full 
requirements. 


Which makes a lot of sense and sounds.good. Now, what do you do 
about encouraging private industry to tool up for future maximum 
production without submitting an actual firm order for airplanes or 
tanks or whatever it might be now ? 
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Mr. Smauu. They protect the company to the extent needed. That 
is in the way of getting tools and putting in a pilot-line production, 
and telling him that they anticipate putting in so many different 
things. 

Using tanks, let me find an example. The Munitions Board does 
not tell him this, but the service does. In this case it isa tank. The 
Detroit Tank Arsenal took care of the initial items. Then they 
phased in American Locomotive in this last quarter, and are now be- 
ginning to come in with some volume. Then Chrysler phases in. 
Then Fischer phases in. Then Ford phases in. 

The Department enters into contracts with these people to the ex- 
tent authorized and tells them: “This is what we are planning on do- 
ing if the Congress supports it, if we get the money, if conditions do 
not change.” 

We get these production lines rolling one by one, sufficient for our 
needs at the moment, and then running at slow speeds to keep them 
warm, to keep them moving, so that in the event of all-out war, if it 
occurred, let us say in the first quarter of fiscal 1953, which is just 
around the corner, you would have four going lines you could speed 
up in a hurry and have four of them producing tanks. 

Mr. Davts. Let us take a specific case. Suppose that you actually 
wanted to tool up, we will say, for the production of one unit. This 
is just for illustration purposes, now. Let us say there is one unit 
for the foreseeable future, and you want that production line to be 
warm so that in case of all-out mobilization they could run through 
four such units. What does the Government do to get that kind of a 
warm production line, as you call it? 

Mr. Smauu. There is only one way you can do it. That is to run 
the line at the minimum possible economic rate so that the company 
does not go broke doing it. In the case you are talking about, it 
could well be that even doing that would mean the building of a re- 
serve. Wetry to hold the building of a reserve down to the minimum, 
just wherever you have to do it. Then you would run it slowly, ac- 
cumulating a reserve as slowly as possible. 

Mr. Davis. By what method? Would the Government build the 
additional factory space? 

Mr. Davis. Or have a speeded-up amortization so that he could 
build it? How do you handle that ? 

Mr. Smatu. In most cases the great bulk of them require no new 
facilities. They may require new machine tools, but not new con- 
struction. If you talk about some unusual thing, where there is no 
facility capable of handling it, like a tank plant, that is something 
else again. 

Mr. Davis. To follow up on the previous question, with respect to 
a possible reduction of goals because experience showed that produc- 
tion capacity was not there, do you foresee future trouble along that 
line with any of the important items which are going to be needed 
for the defense matériel ? 

Mr. Smatyt. Yes. Scattered all through the thing, as I tried to tell 
you earlier, as the shortages grow—and I hope they will not grow 
measurably from here on out—problems develop when you least ex- 
pect them, particularly at the component level. 

You think that the system and the country has enough small motors, 
and then all of a sudden on a particular kind of potentiometer or 
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resistor or condenser you find out that the demand far exceeds supply. 
We try to anticipate and foresee those things, and urge somebody to 
take action. We urge private capital, if possible, and only very rarely, 
unless it is a case where we are primarily involved, are we involved 
in an effort of encouraging them to expand capacity; but in the event 
of an all-out war, or sudden change, aaah we have to produce faster, 
there are bound to be instances of bottlenecks of that kind which will 
crop up, Which no human could foresee. 


FORESEEABLE MATERIAL OR EQUIPMENT PROBLEMS 


Mr. Davis. Can you be more specific! Assuming our present goals, 
do you foresee trouble with respect to any important material or 
equipment problems in the defense effort ? 

Mr. SMauu. Well, I have pointed out in some little detail one broad 
area which is jet engines, and the high temperature alloys. There 
I forsee trouble; yes. There will evidently be stock problems coming 
up with regard to the gyroscope, or condenser, or potentiometer. I 
am just using electronic terms for the moment. 

For illustration, when you use a gadget that is this big it has a lot 
of weight for a man to carry around, and then someone else will come 
up with a gadget this big. Everyone immediately wants to swing over 
and use the smaller gadget. You cannot blame them. Temporarily 
there will be a spot shortage until somebody can convert, so when 
you say there is an end to these problems, there is not; nor is there 
ever an end to the problems that the automobile manufacturers run 
up against, or the farm machinery manufacturers run up against 
as they improve. 

Mr. Davis. You mentioned the delay being caused by a controlled 
materials plan. Have you noticed the improvement in that in the last 
few weeks / 

Mr. Smauu. Well, I think that a good many of the bugs in the con- 
trolled materials plan, which you remember only went into effect 
6 months ago, have been worked out—though not all of it—and the 
problems emergent have been handled by the NPA. The component 
end is one that we are still sweating with, but by and large most of 
the problems have been worked out. I think that we see smoother 
sailing ahead. There are still some funny things happening in it. 
Some fellow said here 2 or 3 weeks ago that the military do not know 
what their requirements are for stainless steel and they only used 
half the tickets they got for stainless steel. That is a pretty devastat- 
ing criticism. Actually what happened was we got tickets for stain- 
less steel and those stainless steel tickets are not only for nickel steel! 
but chrome steel, and apparently in reporting back to the mill they 
got their definitions different from the ticket definition and they only 
reported the nickel part of the ticket back. All of the agencies other 
than the military, less than half their tickets were cashed according 
to the reports that came back. The military was a little better. 
Something was screwy, but things like that will turn up. 
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FOLLOW-UP ON PROCUREMENT POLICIES 


Mr. Davis. On pages 13 and 14 of your statement you listed eight 
conditions which procurement officers are directed to weigh. What 
check-up is made by you to determine whether those directives are 
being followed ¢ 

Mr. Smatxi. Well, I listed eight. I could have listed 20. These 
are just some of them. We have broad, over-all ways of measuring 
what is happening. For example, we know that there are very few 
distressed labor areas created because of the defense effort. We 
know that metal working small business, employmentwise, is increas- 
ing. We know the percentage of prime contracts we are giving them 
is increasing. We know the firms that are receiving low allotments. 
We have teams out working with those firms to try to help them. 

Now, the economic equities between geographic areas: We have 
totals that come up every couple of months that show the amount of 
defense work going into the geographic areas. The same things shows 
how much dispersal we are getting away from New York, Detroit, 
and so on into the outskirts and so on. 

Now, the industrial mobilization plan. We take the major item 
of equipment and compare it with the mobilization plans to seé whether 
the planned firm got it, so we have ways of measuring in broad outline, 
and going back to the procuring service, if need be, and urging cor- 
rective action. 


CATALOGING PROGRAM 


Mr. Manion. Mr. Small, will you supply us a statement at this point 
with regard to your connection with the cataloging program and the 
status of the program ¢ 

(The information following was supplied for the record :) 


STATEMENT ON CATALOGING FOR THE HOUSE APPROPRIATIONS COMMITTEE 


Stemming from the Federal Property and Administrative Services Act of 1949 
(Public Law 152) it has been possible, for the first time, to develop a Federal 
catalog through the concerted efforts of the civilian establishment, represented 
by the General Services Administration, and the Department of Defense, rep- 
resented by the Munitions Board. We are confident that Government and in- 
dustry will benefit greatly through the final result of this program. The job is 
complex and large. It is the biggest effort of its kind ever undertaken, but real 
progress has been made, 

Because it is a pioneer effort, some of the early methods used have necessarily 
been modified. Modifications are being made and will continue to be made as we 
need them. I think we now have a sound program with the essential element of 
partnership between the Army, Navy, Air Force, and the GSA well established. 
Our pregress in item identification is satisfactory. We are already utilizing 
some of the product of this program and are progressing toward total utiliza- 
tion of and complete conversion to the Federal identification system. 

I would like to mention the importance of our standardization program in 
relation to our cataloging activities. We are presently cataloging many items 
which, when properly identified and numbered, will be subject to critical analysis 
by the Munitions Board Standards Agency. Through the process of standard- 
ization, that agency should reduce sharply the number of items now carried in 
the several supply systems. Simply stated, we are going through the laborious 
task of identifying what we have in order to hit the pay dirt which is the 
elimination of duplicate and identical items carried under different identification 
methods. 
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A recent exhibit has received considerable publicity and inference has been 
drawn that the exhibit displays faulty cataloging. From my own observation 
of the exhibit I believe we may well find that the adjustments required relate 
more to procurement and standardization than to cataloging. It is the catalog- 
ing program which points up overlap and duplication, which shows that items 
bought under different brand names are perhaps identical. Once the overlap and 
duplication is brought to light by the cataloging program, proper drawing of 
specifications and improved procurement practices can eliminate overlap and 
costly purchases. Our problem in this respect is one which has faced industry for 
many years. 

I would like to give you a brief status report of our cataloging program. 


STATUS OF ITEM IDENTIFICATION 


As of January 15, 1952, a total of 1,538,555 items of supply have been identi- 
fied and assigned Federal item identification numbers (FIIN’s) in the Federal 
catalog program, Over a period of the past 6 months, identifications have 
averaged approximately 39,000 per month. In addition, approximately 1 mil- 
lion items are being assigned FIIN’s under the gross reference project. 

It was originally estimated that the number of military supply items to be 
identified in the cataloging program would be about 2% million. The total 
items to be cataloged by the Federal Supply Service for the civil agencies is es- 
timated at 114 million, of which approximately one-half million are exclusively 
civil agency supply items. It is now anticipated that the goal established for 
identification of 2144 million items’ by June 30, 1952, will be met; however, be- 
cause of the additional half million items used solely by the civil agencies, and 
because of the influx of an estimated three-fourths million military items since 
the original estimates, approximately 1% million items will still remain to be 
identified. It is planned that the three-fourths million military items will be 
completed during fiscal year 1953; the half million nonmilitary items, however, 
cannot be scheduled for completion until approximately 1956 under the present 
Federal Supply Service budgetary limitations. 


CROSS REFERENCE PROJECT 


First efforts to identify certain technical parts by means of written item 
descriptions in accordance with description patterns proved impracticable and 
time-consuming as related to the benefits derived. Accordingly, extensive studies 
were conducted to devise a more expeditious and efficient means for recording 
and comparing identification data for these items. It is estimated that items 
of this nature comprise 60 percent of the total number of items in Government 
supply systems. Subsequently, it was determined that data pertaining to these 
items could be processed satisfactorily by electric accounting machines. 

The cross reference project was initiated to identify items by reference to the 
names of the manufacturers of the items and the manufacturers’ item-identi- 
fying numbers; to compare the manufacturers’ numbers referenced to the items 
to eliminate duplication; to make interchangeability data developed by any ac- 
tivity available to all activities; and to provide cross reference data useful in 
supply operations. 

Processing under this project has provided approximately 1 million items 
which are now being assigned Federal item identification numbers. 


FEDERAL SUPPLY CLASSIFICATION 


Commodity classification is a systematic arrangement of matériel in accordance 
with a definite plan or sequence to accomplish a specified purpose. The spe- 
cified purpose of the Federal supply classification is to serve the needs of sup- 
ply management. 

The structure of the Federal supply classification has been completed and is 
subject only to adjustments as will be determined by experience. To begin 
implementation the departments were called upon to compile comprehensive 
indexes of item names, colloquial names and part names to the respective 
classes. Accordingly, preliminary indexes covering representative items within 
the respective supply systems have been developed. These preliminary indexes 
are now being consolidated into a Federal index which will permit all items 
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under the Federal cataloging program to be uniformly identified. ‘The Federal 
index will (1) permit application of class codes by personnel at any level of 
supply operations; (2) expedite the classification process; and (3) insure cor- 
rect classification of border-line items. 

The work of consolidating the preliminary indexes is being done by segments, 
each segment consisting of a homogeneous commodity area. The commodity 
area of food was the first one selected. Consolidation of the indexes for food 
is now completed and is under final review by the military departments and GSA. 
This will complete the Federal index for food. Consolidated indexes for cloth- 
ing and medical items are scheduled for completion by April 14, 1952. Federal 
indexes for all commodity areas will be scheduled for completion during calen- 
dar year 1952. 


UTILIZATION 


Utilization is the direct action involved in applying, using, or referring to 
eatalog data produced by the program, in one or more of the many operations 
of procurement and supply. As Federal item names and descriptions are ap- 
proved and published, these data are being incorporated into supply documents 
by many activities, either cross-referenced to existing names and descriptions 
or superseding them. 

Federal catalog data are being incorporated as applicable in military and 
Federal specifications and standards to insure immediate application of the 
“common language of supply.” 

As Federal item identification numbers are assigned and made available, the 
supply activities are cross-referencing the Federal numbers to their own local 
stock numbers. This procedure permits partial utilization of the Federal catalog 
system during its developmental period to the degree that local stock numbers 
of different activities for the same item are referenced to a common Federal 
number. Service operating catalogs and maintenance manuals as they are 
published and revised include the Federal numbers cross-referenced to activ- 
ities’ stock numbers. There are many such catalogs and manuals of the mili- 
tary services now in actual use. Many more such documents are under prepara- 
tion or in the publication stage. The Store Stock Catalog issued by the Federal 
Supply Service, General Services Administration, contains Federal numbers as 
cross-reference. These catalogs and manuals also include the Federal names 
and descriptions of items as cross-reference. 

Action is being taken to convert to full use specific commodity areas as 
rapidly as they are completed. The commodity areas of food, clothing, and 
medical supplies have been selected as the first to be converted. 

Additional commodity areas will be scheduled for conversion on a progressive 
basis. Accordingly, a number of commodity areas will be undergoing utiliza- 
tion and conversion simultaneously, with varying dates when utilization will be 
completed. 

I would like to emphasize that the cataloging program is the means whereby all 
similar items of supply in the Government are described and identified in the 
same manner and identical items are brought together. All data so compiled 
are then made available to the Standards Agency for technical review to effect 
additional consolidation and to otherwise reduce the total number of different 
items necessary in Government supply. 

Specifications and standards are being titled in accordance with the names 
approved in the cataloging program. Also, where applicable, Federal item iden- 
tification numbers are being included in specifications and standards. Both of 
these operations are designed to insure the entry of adequate identification data 
into the supply system at the time of procurement. 

To further insure adequate correlation of cataloging and standards activities, 
since the cataloging program is Government-wide, the Department of Defense 
and the General Services Administration have established an area of under- 
standing to provide for cooperative development of Federal specifications and 
standards in all applicable areas. In this manner, a cooperative approach to 
cataloging and standards is being developed by the entire Federal Government. 


Mr. Manon. I thank you very much for your appearance before 
us and your patience and help. We appreciate the problems confront- 
ing you. We wish you luck in your diffic ult decisions. 

We will meet tomorrow morning at 10 o’clock. 
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Turspay, JANUARY 29, 1952. 
OFFICE OF SECRETARY OF DEFENSE 
WITNESSES . 


HON. WILLIAM C. FOSTER, THE DEPUTY SECRETARY OF DEFENSE 
LYLE 8. GARLOCK, DEPUTY COMPTROLLER FOR BUDGET 

J. ROBERT LOFTIS, ASSISTANT FOR ADMINISTRATION 

JOHN A. WYLIE, DIRECTOR, BUDGET AND FINANCE DIVISION 


SALARIES AND Expenses, Orricre or SECRETARY OF DEFENSE 
Amounts available for obligation 
1951 actual | 1952 estimate | 1953 estimate 


on : 
Appropriation or estimate ots as ete os $12, 300,000 | $14,100,000 | $15, ame, 000 
Reimbursements from other accounts_--- se . 464, 675 | 79, 000 |..--- 


Total available for obligation , : 
Unobligated balance, estimated savings (available for admin- 
- istrative reappropriation in subsequent year) . 


12, 764, 675 | 4, 179, 000 15, 000, 000 


—11,376 


| 

i 

} 
Obligations incurred _--_-- askat ae # “12, 753, 299 

o. 


14, 179, 000 cy? 000, 000 
Comparative transfer to— 
“Salaries and expenses, Renegotiation Board” - 
“Salaries and expenses, Court of Military Appeals” 


= EOE Losec... 
14, 005, 200 15, 000, 000 


—3,377 





Total obligations... ._.- UO ee ae 





. 
J 
—74, 253 | 
| 


Obligations by activities 


Description | 1951 actual | 1952 estimate | 1953 estimate 


| 
1, Office of the Secretary activities aiiteie | $3, 561, 738 $4, 266, 400 $4, 844, 200 
2. Joint Chiefs of Staff and military activities “4 1, 571, 502 1, 747, 600 1, 817, 200 
3. Munitions Board and industrial activities _- Ea Le 5, 172, 497 5, 981, 300 6, 332, 500 
4. Research and Development Board activities _ toads 1, 905, 257 1, 930, 900 2, 006, 100 





Total direct obligations . : _..|4 12,210,994 13, 926, 200 


OBLIGATIONS PAYABLE OUT OF REIMBURSEMENTS FROM OTHER 
ACCOUNTS 


1, Office of the Secretary activities 





Total obligations 
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OdNgations by objects 


Object classification 





Total number of permanent positions. ____. 
Full-time equivalent of all other positions_- 
Average number of all employees. - 


Average salaries and grades: 
General schedule grades: 
Average salary-.-_-_. 
Average grade. - 
Crafts, protective, and custodial grades: 
Average salary Z 
Average grade 


DIRECT OBLIGATIONS 


Personal services: 
Permanent positions 
Part-time and temporary positions____. 
Regular pay in excess of 52-week base 
Payment above basic rates 
Payments to other agencies for reimbursable details_- 


imate 


00, 000 Total personal services 


: RE ae ES 2 ee ’ 
Transportation of things shed Eat. 
Communication services. ____._- 

Rents and utility services___- 

Printing and reproduction 

Other contractual services - - - 

Supplies and materials 

Equipment 

Refunds, awards, and indemnities_. 
Taxes and assessments 


Total direct obligations. 


OBLIGATIONS PAYABLE OUT OF REIMBURSEMENTS FROM OTHER 
ACCOUNTS 


Printing and reproduction _- 
Other contractual services - - 
Supplies and materials 
Equipment___--_--- 


imate 


44, 200 
317, 200 
332, 500 
106, 100 


Total obligations payable out of reimbursements 
from other accounts eaten 3 ow, - 


1951 actual 


1952 estimate | 1953 estimate 





1, 862 
39 


$8, 263, 444 
453, 158 


340, 075 
51, 735 


1, 984 
43 


$5, 627 
GS-8.0 


$2, 925 
Cc PC-3.4 





$10, 138, 118 
458, 600 

40, 182 

383, 000 

25, 000 


$10, 786, 673 
488, 000 

41, 927 

500 


35, 000 








9, 108, 412 


10, 652 
12, 210, 904 


464, 675 


. 044, 900 
813, 000 
5, 100 
291, 500 
63, 100 
762, 500 
571, 000 
223, 800 
131, 600 
1, 000 
18, 700 


_1, 926, 200° 





500 
57, 000 
750 
20, 750 





79, 000 





Total obligations -..---} 12,675, 669 | 14, 005, 200 


een of expenditures 


| 
| 1951 actual | 1952 estimate 


1953 estimate 








$1, 373, 416 $1, 428, 416 
14, 179, 000 15, 000, 000 


15, 552,416 | 16, 428, 416 


| 
$1, 337, 696 | 
1 2, 753, 299 


14, 090, 995 | 


Unliquidated obligations, start of year-_.__- 
Obligations incurred during year 


‘“ 
' 
| 


Deduct: 
Reimbursable obligations- -_--- 
U nliquidated obligations, end of. yea . : 
Adjustment in obligations of prior ye ae Bo eine ox | 


464, 675 
1, 373, 416 | 
261, 736 | 


79, 000 |. 
1, 42, 416 | 


ee 
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1, 045, 000 | 


14, 995, 000 


Total expenditures. _- . haphne 8 } a, 991, 1 


Expenditures are distributed as follows: | 
Out of current authorizations. —__-- jambs F a 


12, 930, 000 
Out of prior authorizations.....--- 


1, 115,000 | 


13, 785, 000 
1, 210, 000 


11, 039, 122 | 
| 952, 046 | 


i 





Mr. Sikes. Mr. Secretary Foster, the committee is glad to have you 
with us this morning. I believe you have a statement you are pre- 
pared to make for the Office of the Secretary of Defense. Am I 
correct ¢ 





a Fosrer. Yes, sir; I havea very brief general statement if I may 
read it. 

Mr. Srxes. If you will, please proceed to do so. We will be glad 
to hear you. 

Mr. Foster. All right, sir. 


GENERAL STATEMENT 


Mr. Chairman and members of the committee, I will address myself 
to the need for staff to assist the Secretary of Defense to achieve the 
military and production goals he outlined to this committee last week, 
together with the staff required for the Joint Chiefs of Staff, the Muni- 
tions Board, and the Research and Development Board to carry out 
their responsibilities in this program. 

As Secretary Lovett pointed out, the building of a military organ- 
ization capable of deterring aggression without destroying our econ- 
omy is an extremely complex job. The program outlined for the 
Department of Defense for the fiscal year 1953 calls for a build-up 
toward the military force goals recommended by the Joint Chiefs of 
Staff, rather than for achievement of these goals in fiscal year 1953 or 
1954. Economic, material, fiscal, and military implications involved 
in the successful accomplishment of this plan will require the con- 
tinuing attention of all agencies in the Department. 

Increasing expenditures of United States dollars for the organiza- 
tion, training, and equipment of military forces under the North At- 
lantic Treaty and other collective security agreements require special 
considerations. As one measure to assure that our military efforts in 
Western Europe are so organized and so executed as to produce the 
maximum result and at the same time get the maximum possible 
return for the United States defense dollar expended, Secretary Lovett 
has asked Mr. W. D. Pawley to look into and make recommendation 
for improvement of all aspects of the United States defense effort with 
NATO. 

The procurement and production program outlined for this calen- 
dar year calls for doubling the output of hard goods and construction. 
With the initiation of a procurement program of this magnitude, the 
inevitable difficulties and bottlenecks have been encountered. To 
achieve these production goals will require vigorous initiative, effort 
and follow-up. With this in mind, Secretary Lovett has directed the 
Chairman of the Munitions Board and Mr. Clay Bedford to work with 
the three military departments to overcome these difficulties. While 
substantial gains have been realized in improving the management 
of the procurement program, particularly through the procedure es- 
tablished last year for analyzing requirements and scheduling pro- 
duction, we are seeking additional measures aimed at streamlining 
military procurement and contracting methods to reduce the time lag 
between the availability of procurement dollars and the delivery of 
military equipment. 

You have heard Mr. Whitman, the Chairman of the Research and 
Development Board, review progress in scientific research and de- 
velopment of new and improved weapons. To insure that the in- 
creased arms procurement program includes the latest and best that 
science and technology can devise, the Board has accelerated its 
work on projects of the greatest urgency and importance. A sig- 
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nificant part of this effort is directed to the need for reduction of 
critical materials in weapons and equipment. A study in this field 
last year revealed that at existing rates of usage, critical and strategic 
materials required in the production of turbo jet engines exceeded 
expected supply and allocation of such materials to jet engine pro- 
duction by a substantial margin. An accelerated program of research 
on this problem promises a reduction of the critical material content 
of these engines to a level where large-scale production may be sus- 
tained. 

Through careful planning and a continuing critical evaluation of 
our personnel needs, employment in these agencies has been kept at 
a level below that which we indicated last year we would need. At 
the present time there are about 1,862 civilians engaged in all these 
activities. While we are making every effort to accomplish the tasks 
ahead with about the same number as are now employed, it does appear 
that some additional personnel may be necessary in selected areas if 
we are to achieve the goals set for the fiscal year 1953. With this in 
mind, we are asking for an appropriation of $15 million for the fiseal 
year 1953 for the salaries of civilian personnel and other necessary 
expenses incident to the administration of these activities. This will 
provide for an average of approximately 1,924 civilian employees. 

Members of my staff are here with me to discuss these requirements 
in more detail if you desire. 

I would like to say, Mr. Chairman, in addition, that this is, of course, 
just the quickest brush of the general major activities of the Office of 
the Secretary. I know that Mr. Small has given you detailed figures 
and detailed justification of much of it, and Mr. Whitman has been 
able to do the same for research and development. 

There are other things which have been mentioned, and I would 
be happy to elaborate on them. 

We have brought in Mr. Clay Bedford as an expediter to break 
bottlenecks, particularly on the most urgent items of production, and 
he is already, with Mr. Small and in cooperation with the services, 
showing quite remarkable results. 

Mr. Srxes. We would like for you to have the opportunity, Mr. 
Foster, to give as complete a presentation as you think the committee 
can use before we go into the question period. 

Do you have anyone with you whom you would like to have present 
any material at this time, before we go into the discussion of your 
actual requirements ? 

Mr. Foster. I think perhaps, Mr. Chairman, the best way to get at 
it would be to answer your questions as to specific items. 

Mr. Srxes. Very well. 

Mr. Fosrer. At which time I will need the help of some of my 
assistants here. 


BOUBLING OF DELIVERY OF GOODS 


Mr. Sikes. I notice you say in your statement : 

The procurement and preduction program outlined for this calendar year calls 
for doubling the output of hard goods and construction. 
Would you elaborate on that somewhat? Do you mean doubling the 


manufacture of goods or doubling the delivery of goods and con- 
structior ? 
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Mr. Foster. Ultimately it really means doubling the delivery of 
goods, Mr. Chairman. 

Mr. Srxes. During this calendar year? 

Mr. Foster. We will, in the opinion of our best experts, during this 
calendar year actually accomplish a doubling of the physical delivery 
of end items to the users before December 31, 1952. 

Mr. Sixes. Over the last calendar year? 

Mr. Fosrer. Yes, that is correct, sir. Over the December 31 rate. 

Mr. Sixes. How does that compare with what you had anticipated 
at the time the build-up began ? 

Mr. Fosrer. It is less than we had anticipated at the time the build- 
up began. 

Mr. StKes. Substantially less? 

Mr. Foster. No; not substantially less. It is very little less, actually. 

The original figures showed a quicker baitd-os than we have 
achieved during these last several months, but the rate which we hope 
to attain by December 1952 is not that much percentagewise below 
the initial rate projected for this year. 

What has happened is that we have pushed forward the peak de- 
sired rate somewhat into the future because of limitations of strategic 
material, complications in design and some of the difficulties that 
developed on major items during these last few months. These dif- 
ficulties are being gradually overcome, but based on our present 
achievements we have reappraised the schedules and those schedules 
we believe are attainable by December 31, 1952, although they are 
somewhat less than our original schedules. 


INCREASE IN BUDGET FOR 1953 


Mr. Sixes. Mr. Foster, we have received very good presentations 
from the Secretary of Defense and the people on his personal staff. 
We recognize that his is a wide and far-flung responsibility which 
requires a great amount of work, and that he must have adequate 
funds to carry on the work for which he is responsible. There is no 
disposition on the part of this committee to limit or cripple the Office 
of the Secretary of Defense. 

We had hoped you people could show us a way to a general trend 
toward economy by asking for less money this year, but I note you 
are asking for more in every phase of your activity. That seems to 
be the rather accepted pattern for Government agencies, always to 
ask for more. I do not know whether you folks ask for more to get 
the same amount, or not. Sometimes I wonder about that. 

In any event, Mr. Foster, would you please take your activities 
1,2, 3, and 4 and either explain them yourself or have them explained 
by anyone you wish to designate. We would like to have those activ- 
ities discussed in some detail in order to show why you consider it 
necessary to have additional money. We would like for you to tell 
us at the same time something of the personnel picture where addi- 
tional people are required and why they are required. 

Mr. Wiceieswortn. Mr. Chairman, I have just been handed green 
sheets for the separate activities. I wonder if there are other copies 
available for other members of the committee. 

Mr. Srees. I think it would be helpful if we all could have them. 

Mr. Fosrer. [ will be happy to do to that, Mr. Chairman. 





y of 


this 
very 


rate. 
ated 


uild- 


ally. 
have 
hope 
elow 


¢ de- 
tegic 
that 

dif- 
sent 
lules 
’ are 


tions 
staff. 
hich 
juate 
is no 


Dffice 


rend 
» you 
ns to 
ys to 
o get 


vities 
1ined 
ictiv- 
ler it 
o tell 
addi- 


oreen 
opies 


them. 


325 


I would like to state very clearly that we are entirely in sympathy 
with the objective of the members of the committee to reduce expendi- 
tures wherever it is possible to do so. We recognize that there is a 
tendency sometimes to increase what you ask for, but I can assure 
you of one thing, that there is no acceptance of the philosophy in 
the Department of Defense or in Mr. Lovett’s mind or in my mind 
that you should ask for more simply to come out with what you want. 

I happen to have been the head of the organization which has over 
the years asked for less each year from the Congress, before I took 
this position. It has been the practice and the personal belief of 
both Mr. Lovett and myself that it is only fair to expose what our 
needs are and leave to the judgment of Congress whether it is possible 
economically to meet those needs. 

I would like to lay one thing at rest immediately. There is nothing 
in here asking for a higher figure than we really feel we need. We 
are undertaking a great many increased activities in the Office of the 
Secretary of Defense, which is quite natural, I think, in view of the 
increased forces, the increased matériel programs, the wide-flung 
operations in Europe which have gradually increased, and so on. In 
spite of that we have asked for very few more people, actually. 

Mr. Sixes. We had hoped that as your program got under way 
and the people making up the different boards became adjusted to 
their tasks, when a more efficient operation should result, that you 
would be able to operate on less money. 

Mr. Foster. 1 would hope at some time that will develop. I doubt 
that we are at the point in the program, Mr. Chairman, where that 
could presently be expected in view of the still rapidly increasing 
rate of operations at home and abroad. 

There is more money asked for here by something over $1 million 
over last year’s estimated requirements. In terms of people, however, 
there are only 80 more asked for. Some of them are such individuals 
as Mr. Bedford and Mr. Pawley, to whom I referred in my general 
statement, where particular problems of substantial magnitude have 
developed. We have attempted to meet those by rearrangements 
which in some cases required a few more people. 

Research and development is another activity where we feel that 
we need more. 

As you suggested, Mr. Chairman, I will go over the major opera- 
tions within the Office of the Secretary to indicate generally what I 
have in mind. 

Mr. Sixes. Very well. 


ACTIVITIES OF THE OFFICE OF THE SECRETARY 


Mr. Fosrer. In the Office of the Secretary as an operation on Decem- 
ber 31 we had 567 civilians employed. We have asked for 607 for 
fiscal 1953. That is an increase of 40 people. 

The increases which we have asked for are two in the Office of the 
Secretary, the Deputy Secretary, and the Executive Office. One is 
in the management engineering activity, Which we consider a very 
important approach to just what you have suggested, namely, for 
better operations within the Office of the Secretary. 

There are 16 in the Office of Legal and Legislative Affairs. We have, 
quite frankly, been understaffed in that area in. view of the new 
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activities which we have to undertake. There are the Japanese treaty 
activities, NATO, the increased interest of the Congress in all that 
we are doing, and the coordination of legislative activities within the 
three services. 

That is the largest single increase in the immediate Office of the 
Secretary. 

For Budget and Fiscal Affairs we have asked for 13. I think 
that, too, is explainable on the basis of the very much greater job 
of working in these increased requirements, the increased payment 
arrangements, the subjecting of all the budget requests to the most 
careful scrutiny; out of which, I may say, has come a very substantia! 
improvement in the effectiveness of budget procedures, and a sharp 
reduction, perhaps, in some of the requests which came from the 
services originally. 

In Manpower and Personnel we have asked for an increase of 
eight. There, too, with the increased forces we have had additional 
problems. 

For International Security Affairs there is actually one less. That 
is the NATO area, and it remains very active, and I think the fact 
that we are attempting to get along with one less is indicative of our 
pressure on personnel requests. 

Medical Services is the same. - 

Administration and Domestic Security is the same. 

In the Joint Chiefs of Staff and Associated Military Activities 
area, we had 272 civilians on board on December 31, and we are ask- 
ing for 5 less, or 267. That is deceptive, however, since the reason 
for this is that we have transferred a number of the people in the 
North Atlantic Treaty Planning, which was formerly suntaed to 
this area, to the Mutual Security Program budget, so that we ac- 
tually are asking for increases in the activities which remain with us. 


Joint Cu1ers or STarr AND JOINT STAFF 


We have asked for 18 more civilians for the Joint Chiefs of Staff 
and the Joint Staff, and I would say very sympathetically to the 
Joint Chiefs of Staff and their staff that over the last 4 months, which 
is the period I have been with the Department of Defense, that 
group has had to work 7 days a week every week that I have been 
there, because of the major and growing problems in various areas of 
the world. I think that the 18 will only slightly reduce the pressure 
on the present people, and I think it will lead to a very much better 
end product because of the lessened strain on that particular office. 

Weapons evaluation is a very important function. We are asking 
an increase of four civilians there. 

We are asking in the Atomic Energy Planning, which is another 
very important area, five civilians, which is quite in keeping with a 
very substantially increased activity in Banning, and under which, 
as you know, we are suggesting an expansion of the program. 

Those increases are offset by the 32 transfers which I spoke of before. 
leading to a net reduction in our request of 5 civilian personnel. 
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Munitions Boarp AnD InpusrRIAL ACTIVITIES 


The next major area is for the Munitions Board and Industrial 
Activities. 

We had on board in that whole group of activities, which includes 
the Munitions Board, Cataloging Agency, and the Military Traffic 
Service, 797 civilians as of December 31, and we are asking for 809, 
an increase of 12; that is fairly evenly divided among the 3 activities; 
4 for the Munitions Board, 3 for the Cataloging, and 5 for the Mili- 
tary Traffic Service, again occasioned by an expansion of substantial 
degree in the actual mechanical operations which we are doing. 

Were it not actually for improved methods we would have had to 
ask for considerably more than that. 


REsEARCH AND DervELoPMENT Boarp ACTIVITIES 


For the Research and Development Board activities we have 226 
civilians on board. We are asking for 241. That is an increase of 
15. That is entirely in connection with the Research and Develop- 
ment Board. 

We have a guided-missiles program included in the activity, but 
we plan to continue that with the same number as we have had this 
year. 

The total increase in civilian personnel over the December 31 
strength in these particular offices is 62. Actually, just so that you 
will not think we made that up by adding more military, we will have 
less military than we had before by 32. We believe that this is an 
economical use of manpower, and yet is adequate to carry out the 


emphasis on economy and on the direction of this very large and 
complicated program. 

We do recommend that the committee accept this as a reasonable 
request for the personnel in the Office of the Secretary. 

Mr. Stxes. Mr. Wigglesworth / 


OFFICE OF THE SECRETARY 


Mr. Wiecteswortu. Looking at the Office of the Secretary of 
Defense in the first instance, you had, as I understand it, $4,266,400 
for the current fiscal year. 

Mr. Fosrrer. That is correct. 

Mr. WieeieswortH. And you are requesting $4,844,200, or an in- 
crease of about $600,000 ¢ 

Mr. Foster. That is correct, sir. 


OBLIGATIONS 


Mr. WieeieswortH. What were your actual obligations during the 
first half of the current fiscal year? 

Mr. Loris. $2,223,314. 

Mr. WieGteswortu. That is as of December 31 ? 

Mr. Lortis. Yes, sir. 
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NUMBER OF EMPLOYEES 


Mr. WiceLteswortH. You have given us the detail as to the increase 
in positions. You said there was an increase of two in the Office 
of the Secretary. What is the total force there, and what are these 
two people for ¢ 

Mr. Fosrer. The total force in the Office of the Secretary, Deputy 
Secretary, and the Executive Office, is 67 positions. 

Mr. Wiccieswortru. There are 67 and you want to go to 69% 

Mr. Foster. That is correct. 

Mr. WiccLeswortnh. What are these two positions ? 

Mr. Foster. One of them is for Mr. Bedford who has been put on 
as a special assistant to the Secretary. Mr. Pawley is the other. 


LEGAL AND LEGISLATIVE AFFAIRS 


Mr. Wiceiesworrs. On the Legal and Legislative Affairs set-up 
yousay you want an increase of 16. What is the picture there? 

Mr. Foster. We have on board 77 civilians. We are asking for an 
increase to 93. 

Mr. WiceieswortHh. How many of those are lawyers, and how many 
of those are engaged in other work ? 

Mr. Lortis. There are 36 attorneys and 57 clerical and stenographic 
personnel. 

Mr. WiceiesworrH. Does that include the liaison force up here 
on the Hill? 

Mr. Fosver. It includes only the five stenographic positions for the 
seven military personnel who are assigned to liaison duties with 
Congress. 

Mr. WiaeLeswortH. How many of those are lawyers and how many 
are now on that force? 

Mr. Lorris. A total of 10 are now assigned to the Office of Legis- 
lative Liaison of which 6 are military lawyers and 4 are civilian 
stenographers. 

In the immediate office of the Assistant Secretary for Legal and 
Legislative Affairs we have in addition to Mr. Coolidge one lawyer 
and four stenographic and clerical personnel. 

In the Office of General Counsel provision is made for a general 
counsel and one attorney to assist him, and a secretary. 

The rest of this activity breaks down into three offices; the Office of 
Legal Services, the Office of Legislative Services, and the Office of 
Legislative Liaison. 

The additional 15 positions are required for the general counsel, 
and for additional counsels and staff assistance in those activities to 
which Mr. Foster has referred, such as the International Security 
Affairs area, the Comptroller’s area, and Manpower and Personnel. 

Mr. WiacieswortH. You have told us you want 93 people in this 
Legal and Legislative Affairs set-up in fiscal 1953. I understood 
you to say that six of those were assistants to Mr. Coolidge with re- 
spect to Legal and Legislative Affairs. What are you going to do with 
the other 87 ? 

Mr. Lorris. Three of them are in the Office of the General Counsel, 
three for the Associate General Counsel heading up the Office of Legal 
Services. Then for the Munitions Board we have 
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Mr. Wiceteswortn. We are talking about the Office of the Secre- 
tary, as I understood it. 

Mr. Lortis. Yes, sir. 

Mr. Foster. These are all in this area. 

Mr. Lorris. Attorneys are assigned by Mr. Coolidge to Mr. Small, 
Mr. Whitman, and other activities. 

Mr. WiceteswortH. There is a common pool for the four sub- 
divisions of the Office ? 

Mr. Fosrer. Yes, sir. 

Mr. Lorris. In the Munitions Board we have five attorneys and 
three secretaries. 

Mr. WiacieswortrH. Eight for the Munitions Board. 

Mr. Lorris. In the miscellaneous group of activities, including gen- 
eral administration and domestic security planning, we have three 
attorneys and two secretaries. 

Mr. WieeLewortu. That is five miscellaneous. 

Mr. Lortis. For the Comptroller’s area we have four attorneys 
and three secretaries. 

Mr. WiccLteswortrH. Seven for the Comptroller. 

Mr. Lorris. In the manpower and personnel field, Mrs. Rosenberg’s 
area, there are three attorneys and three secretaries. 

Mr. Wice._eswortH. Six for Mrs. Rosenberg. 

Mr. Lorris. In the International Security Affairs area, including 
North Atlantic Treaty and related activities, there are three attorneys 
and two secretaries. 

Mr. Wicciesworrn. Five for NATO. 

Mr. Fosrrer. That is not only NATO; that is the world interna- 
tional security, actually, because he works on the Far East as well 
as NATO. 

Mr. Lorris. In the Research and Development Board there are two 
attorneys and two secretaries for Mr. Whitman. 

Mr. WiceieswortH. Four for Research and Development Board. 

Mr. Lorris. In the military traffic field they have one attorney and 
one secretary. 

The Reserve program has one attorney and one secretary. 

Mr. Wicetesworrn. What do you mean by the “Reserve” ? 

Mr. Lorris. The Reserve Forces Policy Board. They concern 
themselves with all matters affecting the Reserve components. 

There is one patent attorney who has recently been assigned to 
Mr. Coolidge’s staff. 

In the Office of Legislative Liaison, which is mostly military, we 
have five civilian secretaries. 

We have a small Legislative Reference Section with administra- 
tive personnel, law clerks, legislative reference clerks, and so on. 
There are eight in that area. 

Mr. Wiceieswortn. Does the Office of the Secretary of Defense 
take care of all the work done in that field, or do the various branches 
contribute ? 

Mr. Lorris. Each of the military departments has its own legis- 
lative liaison division. 

Mr. Wiceieswortn. In addition to the Secretary of Defense? 

Mr. Lortis. Yes, sir. 
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BUDGET AND FISCAL 


Mr. Wiceteswortn. You are asking for 13 additional in the Bud- 
get and Fiscal. How many do you have there now? 


Mr. Foster. One hundred and eighteen on board December 31, 
with 131 requested. 


MANPOWER AND PERSONNEL 


Mr. Wicereswortn. In the Manpower and Personnel area you 
want an increase of eight? 

Mr. Foster. Yes, sir. 

Mr. WiccieswortH. What is the picture there? 

Mr. Foster. Seventy-nine on board, and 87 requested. 


Jornt Cuiers or Starr AND Miurrary Activities 


Mr. Wiccteswortu. Now, in the Joint Chiefs of Staff you are ask- 
ing $1,817,200 as compared with $1,747,600, or something like an in- 
crease of $70,000. 

What is the obligation picture in the first 6 months here? 

Mr. Foster. $921,171 through December 31. 

Mr. Wicciteswortn. The personnel increase you told us was minus 
five ? 

Mr. Foster. Minus five over-all. 

Mr. Wiceteswortnu. Ostensibly, but in reality it is the equivalent of 
an increase of 18? 

Mr. Foster. An increase of 27 over-all including 18 for the Joint 
Chiefs of Staff themselves. 

Mr. WiccGLeswortH. You mean that makes a total of 45 under the 
Joint Chiefs of Staff? 

Mr. Foster. No. Perhaps I had better do it by one item at a time. 

The Joint Chiefs of Staff and their joint staff had 188 on board 
December 31. We are asking for 206, which is an increase of 18. 

The weapons evaluation group, which is a related activity, which 
makes general recommendations as between different types of basic 
weapons, had 36 on board and is requesting 40, an increase of 4. 

The Atomic Energy Planning, which is the military liaison com- 
mittee, had 16 on board and is asking for 21, or an increase of 5. 

The North Atlantic Treaty Planning actually has 32 on board, but 
that group should rightfully be transferred—and our proposition is 
that they will be—to the Mutual Security budget, since their work is 
entirely directed toward that part of our international activities. 

Therefore, the net in that area of military planning is a decrease 
of five. 


























Munitions Boarp AND INDUSTRIAL ACTIVITIES 





Mr. Wiceirsworru. For the Munitions Board you are asking 
$6,332,500 compared to $5,981,300. 

Mr. Foster. The 6-months’ obligations are $2,894,132. 

The on-board personnel in the Munitions Board itself was 591, and 
we are asking for 595, which is an increase of 4. 

Mr. WicetesworrtH. I thought you gave us a different figure. 

Mr. Fosrer. This is the item breakdown of the request for an in- 
crease of 12 in that whole area. 
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Mr. Wieciesworrn. From 797 on December 31 to 809? 

Mr. Fosrer. That includes not only the Munitions Board but is 
broken down also into the Cataloging Agency and the Military Traffic 
Service. 

Mr. WiccLteswortu. As to the Munitions Board itself, the personnel 
picture is what? 

Mr. Fosrer. 591 on board, with 595 requested, or an increase of 4. 

As to the Cataloging, there are 186 on board, 189 requested, or an 
increase of 3. 

As to the Military Traffic Service, there are 20 on board, 25 request- 
ed, or an increase of 5. 


MILITARY TRAFFIC SERVICE 


Mr. WiceieswortH. I am not clear as to just what are the func- 
tions of the Military Traffic Service. 

Mr. Fosrer. Their job is to attempt to reduce the number of individ- 
ual rate negotiations, to have uniform rate policies worked out with 
the carriers, to attempt insofar as it is possible to work for reductions 
of rates with the common carriers, and to make suggestions as to better 
utilization of all transportation, both of the common carriers and the 
services themselves. 

The Military Traffic Service, for instance, originated a good many 
of the suggestions on the MSTS and the MATS activities. They also 
work directly with the railroads. They have a great many activities 
in attempting to get appropriate service to isolated bases and other 
transportation problems. 

We have had some difficulties with the Marine Base at Lejeune, and 
they have spent a good deal of time on that. 

They work with the Interstate Commerce Commission as well as the 
services and the railroads directly. It is a job of many multitudinous 
negotiations on rate structures. 

It has been a very effective service in bringing results. We had the 
benefit of Mr. Plowman’s services until the first of the year. Mr. 
Plowman is the vice president of the United States Steel Corp. in 
charge of traffic management, and a lot of this activity was started 
with his advice and counsel. It now is headed up by Mr. Kenneth 
Vore, selected by Mr. Plowman, and I believe it can lead to some major 
economies in this field. 


INCREASE REQUESTED FOR MUNITIONS BOARD AND INDUSTRIAL ACTIVITY 


Mr. WiceteswortH. The over-all increase requested here is about 
$350,000, is it not? 

Mr. Foster. No, sir; it is more than that. It is an over-all increase 
of $1,073,800. 

Mr. Wiccieswortu. Well, it is $6,332,500 as compared to $5,981,300, 
according to page 3 of the justifications here. 

Mr. Foster. Oh; you mean for the Munitions Board. 

Mr. Wiceieswortu. Yes. 

Mr. Foster. Iam sorry. I thought you meant over all. 

The increase in personal services is $162,000. 

Mr. Wiccieswortu. The biggest increase seems to be in printing 
and reproduction. 
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Mr. Foster. Yes, sir. 

Mr. Wiccteswortn. That is an increase of over $200,000. 

Mr. Foster. Yes, sir. That is in the Cataloging Agency which is 
now beginning to turn into the reproduction of a great many hundreds 
of thousands of cards and of the publications necessary to disseminate 
this product of the Cataloging Agency. 


CATALOGING ProGRAM 


Mr. Wiccireswortn. Is there any hope of getting that job done? 

Mr. Fosrer. Yes, sir. We have first reduced the total number of 
items by consolidation and coordination to a manageable figure. The 
original size of the job looked to be about 14 million different items. 
By elimination that has come down to somewhere between 6 million 
and 8 million. We have actualiy classified 114 million to date. We 
will have another 1 million by June 30. 

Unfortunately, another million new items have come into the cata- 
loging picture since Korea. It has been estimated that we have ac- 
complished somewhere between 60 and 75 percent of the classification 
itself. I would think that the complete job would be a matter of some 
period of years. 

Mr. Wiceiesworrn. Several years off, at best? 

Mr. Foster. Yes, sir; I would think so, because the trouble is that 
it is the kind of a job where you never completely catch up with it due 
to the fact that as we improve our technology we add new items in the 
cataloging area; but we are narrowing the gap very substantially, and 
[ think it is beginning to pay dividends in terms of uniform descrip- 
tions and in terms of the ability to impose better standards on these 
items. Until you know what you have you cannot reduce the number 
of items by standards procedures. 

Mr. Srxes. Will you yield to me at this point ? 

Mr. WicGLeswortn. Certainly. 

Mr. Stxes. How can it be that there are a million new items which 
need cataloging in a period of a year and a half? 

Mr. Foster. We have put into production, Mr. Chairman, thou- 
sands of new types of electronics and aircraft items, with numbers 
to be assigned for each part. It has been estimated by those who are 
considers bly more familiar with it than I am that the figure is a mil 
lion since Korea, representing totally new items which have been 
made in the form of either spare parts or of complete items which 
were never in existence before, or at least had never been in the mili- 
tary programs. 

I can conceive of many hundreds of thousands, when you take a 
complicated item such as the new bombsights and other components 
which we have developed. Some of those have as many as 25,000 or 
30,000 parts. 

Take some of your new aircraft, where for the first time a descrip- 
tion of those parts has been brought into the cataloging program. 

Mr. Srxes. Most of those parts are modifications of equipment al- 
ready in use before Korea. There are some new weapons, but not 
many. 

The figure 1 million seems to be awfully big. I have been disturbed 
a long time about the delays in completion in the cataloging program. 








ich 


Ou- 
ers 
are 
nil 

eel 
ich 
ili- 
ea 
nts 
ror 


‘ip- 


al- 
not 


bed 


am. 


333 


I have here a newspaper article dated January 22 with a Washing- 
ton dateline from which I quote: 

Fifty million dollars wasted in war buying because the three armed services 
are willfully unwilling to call a nail a nail. 

Now, let me ask to what extent the services are taking advantage of 
the cataloging which has been done, or is it to them simply another 
thing for people to play with? Is there any requirement that the 
services use the cataloging which has been done? 

Mr. Foster. Yes; there is. It is my opinion from looking at that 
activity that there is a very genuine and cooperative effort on the part 
of the services. I think that we are all prone to underestimate the 
sheer physical magnitude of this job. 

I have gotten into this a little bit in the course of the last few weeks, 
and I have found the fullest intent on the part of the services to do 
this job. To give you an example of the magnitude of it, they have 
tackled the job of trying to coordinate the spare parts furnished by 
manufacturers as standard items to the services. In totaling up that 
series of numbers they found something like 114 million numbers 
which came out. True, some of those numbers might apply to similar 
items. One manufacturer might have one part which had, at the 
time this investigation began, 14 different parts numbers. 

They have been able to devise an electronics method which will 
match those numbers through item descriptions, and within 5 months 
they will cut down that 114 million. 

I have a correction. The original total of numbers was between 
4 and 5 million. When they get through with this electronics co- 
ordination they believe it will come down to just a little over 1 million 
numbers. The matching of that, if it were done manually, they say 
might have taken 4 or 5 years to do. 

Mr. Sixes. How long has the cataloging program been going on 
now ¢ 

Mr. Fosrer. So far as I know, ever since the Security Act of 1947, 
but it was not really accelerated until a year or so ago. 

Mr. Sixes. At that time how long was it estimated it would take to 
complete the job ? 

Mr. Fosrrr. I have heard estimates of anywhere from 5 to 11 years. 
I have not had an opportunity to judge it for myself. 

Mr. Sixes. How long is it now considered it will take to complete 
it, from now ? 

Mr. Fosrer. You can get various estimates on that, too. Certainly 
it isa matter of 2 or 3 years, at least. 

Mr. Stxes. Are we half through ? 

Mr. Foster. It is estimated we are somewhere between 60 and 75 
percent through the developmental phase of identifying and describ- 
ing the items which were in the supply system at the outset of this 
program. 

Mr. Srxes. Are the services now utilizing the cataloging which has 
been done to date ? 

Mr. Fosrer. They are utilizing it. Many of the new procurement 
orders carry the new FIIN number (Federal item identification num- 
ber), as well as the old service stock number. The service numbers, 
however, will be gradually dropped as this classification improves, and 
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when we have 2 million of such, by June, it will lead to a great reduc- 
tion in the kind of difficulty pointed out there. 

On those nails, I might say that those three nails which are referred 
to are each different. I have been in and looked at that exhibit. My 
opinion is that they should not be different. 

However, the first job is to assign a different number to a different 
item. Now that the nails have been identified, it has been determined 
that the differences are so minute that our standards procedure can 
eliminate some of the specifications and cut the number down. 

Mr. Sixes. That is the point I was getting to. If you have so many 
things which are almost identical, can you not eliminate a good many 
of those ? 

Mr. Fosrrr. As soon as you get them identified you can. That is 
going to be the full fruit of this cataloging activity. 

Mr. Sixes. To quote further from this article, which is issued by an 
investigating committee of the Congress, the article states: 

The subcommittee investigators say that the taxpayers’ money has been wasted 
apparently solely because the Army, Navy, and Air Force refuse to break up their 
supply empires. 

Is there reluctance on the part of the services to give up their own way 
of listing materials, and to substitute for it a common method of list- 
ing materials? 

Mr. Fosrer. No, sir; I doubt that that is the difficulty. 

Mr. Sixes. Have you run into any such difficulty ¢ 

Mr. Fosrrr. No. I think the difficulty is somewhat different. 

I think the services are attempting at some levels to maintain in- 
dividual procurement to an extent which I, for one, think is perhaps 
not wise. That is something, however, in which real progress is being 
made. It does not refer to the resistance to cataloging. ‘There is no 
difficulty on that. They are perfectly willing to accept Federal speci- 
fication numbers, because it is recognized that in the long run they 
cannot help but save money due to the reduction in small variations as 
between items; and with the large quantities of certain simple items, 
particularly, you will get reduced cost. 

I think it is quite true, and I think it is perhaps quite natural, that 
the services do not overnight give up the individual procurement con- 
trol they have. 

Mr. Sixes. To quote further from this article, it is stated that $50 
million was spent in the last 4 years by the Munitions Board on a pro- 
gram designed to revise the services stock-numbering system so that 
identical items would have identical stock numbers. The situation is 
that the money which has been spent is wasted because the services will 
not use the cataloging after the cataloging is done. 

Would you comment on that? 

Mr. Foster. I think if that is the statement, sir, that is an error, 
because the services are using the numbers. 

It is impossible, of course, to throw out all the old numbers over- 
night, because of obvious connections with supply depots and the ma- 
terial in the field. However, as rapidly as they can adopt the new 
numbers, which they now use jointly with the old. they are doing so. 


Mr. Sixes. You are saying to us that cataloging has not been com- 
pleted; and when it is completed there will be no difficulty in its ad- 
ministration or in inducing each of the services to use it. 
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Mr. Fosrer. I am sure there will be difficulty in inducing some 
changes down the line, but what I want to say, Mr. Chairman, which I 
think is correct, is that there is no reluctance on the part of the serv- 
ices to accept the ultimate benefits of the cataloging activity. I think 
that the difficulty is the determination of when it is possible to shift 
from the old to the new without loss of some of the procurement 
ability. 
TRANSITION TO NEW CATALOG NUMBERS 


Mr. Sixes. Does shifting take place as fast as the cataloging is com- 
pleted ¢ 

Mr. Foster. No, sir: it cannot. You have in your bins and ware- 
houses around the world many parts which are stocked and ordered 
under the old numbers. It will take years to get that out to the 
field. 

Mr. Sixes. You say you are about 60 to 75 percent through with 
cataloging. To what extent have you shifted over to the new cata- 
loging system in the services / 

Mr. Fosrrer. The new numbers which have been indexed are in use 
by the services, but they are accompanied at the present time also by 
the old numbers, which they have been unable to drop completely. 

This must be a gradual transition in order to avoid disruption of 
the procurement processes. 

Mr. Sixes. What do you mean by gradual? Five years/ Ten 
years? Or the twenty-first century. 

Mr. Foster. No. In some instances if the bin were full with the 
old-numbered items, as you run that supply out you may be able to 
change to the new number tomorrow morning. On other things, 
where you have a longer supply, it may take longer to do it. 

You also have the job of correcting your orders with the supplier 
on this. If he has some material in process on the old numbers, you 
have to wait until he can finish that particular lot before you can 
apply under the new number. 

The transition will vary as to the kind of item. That is the dif- 
ficulty in getting an estimate. 

My belief is that this is not a $50 million waste. I am sure that 
ultimately we will get a good deal of value out of it. 

Mr. Srxes. Thank you. 


ReseEARCH AND DEVELOPMENT Boarp 


Mr. Wiceaiesworru. Looking at the Research and Development 
Board, there is an increase from $1,930,900 to $2,006,100, or about 
$75,000, 

What was the obligation picture on that ? 

Mr. Foster. $898,331 as of December 31. 

Mr. WiacieswortH. And the personnel requested is an increase 
of 15? 

Mr. Fosrer. That is correct. That is entirely with the Research 
and Development Board which, as of December 31, had 223 on board 
and is requesting 238. 

The guided missiles activity, which is related to that, had three 
on board and will continue with three. That is Mr. K. T. Keller’s 
activity with the Department. 
93946—52—pt. 1—-—22 
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Orrick OF THE SECRETARY 


Mr. Wiceiesworrn. Now I want to ask another question about the 
Office of the Secretary. 

I notice at page 3 of the justifications it appears that the request for 
1953 is $4,844,200, comparing with an appropriation in 1952 of 
$4,266,400. 

Mr. Fosrrer. Yes, sir. 

Mr. Wicciesworru. The green sheets which we have been furnished 
this morning show the request to be $4,554,200 as compared with 
an appropropriation in the current year of $4,116,400. 

What is the explanation of the apparent difference? 

Mr. Foster. On page 4, Mr. Wigglesworth, the last two items are 
activities not shown on the green sheet. 

Mr. Lorris. The reason for that, Mr. Wigglesworth, is that the 
amounts shown for public information, item 9 on that tabulation, 
are the amounts that we advanced for the consolidated Office of Public 
Information. 

In addition to the $215,000 shown here the Army, Navy, and Air 
Force each will advance an estimated $345,000 for 1953 for the total 
requirements of the Army, Navy, Air Force, and OSD consolidated 
Oflice of Public Information. 

Mr. Wiceteswortn. The Army, Navy, Air Force, and what else / 

Mr. Lorris. Oflice, Secretary of Defense. 

Mr. Wiccieswortrn. Yes. 

Mr. Lorris. It is a joint activity at the seat of the Government with 
responsibility for development of public information policies for the 
Department of Defense, and is the sole agency of the Department 
of Defense at the seat of government for dissemination of informa- 
tion to newspapers, magazines, radio, television, et cetera, for main 
taining public relations with national civic organizations, special 
events and programs, and security control and accreditation of 
correspondents. 

There are no personnel in this appropriation for that amount of 
money. That is merely an advance. It is a check drawn for an 
advance to a management fund to be consolidated with the amounts 
advanced from the Army, Navy, and the Air Force. 

Mr. Wiccteswortn. You mean there is going to be roughly $1,015,- 
000 in that pool ¢ 

Mr. Lorris. $1,250,000. 

Mr. Wicciesworrn. $1,250,000. What are you going to use it for? 

Mr. Lorris. For salaries of civilian personnel, and expenses in 
support of civilian and military personnel assigned to this activity. 

Mr. Wiceiesworrn. I thought you said there was no personnel. 

Mr. Lorris. No personnel in this appropriation. The personnel 
are carried on a single payroll under the management fund set up 
for this joint activity. 

Mr. Wieereswortu. How does this $1,250,000 compare with the 
amount in that fund for the current fiscal year? 

Mr. Lorris. $1 million, sir. 

Mr. Wiceteswortrn. The Office of the Secretary is contributing 
$215,000 as compared with $100,000, or raising the ante a little over 
100 percent ? 

Mr. Foster. That is correct, sir. 
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OFFICE OF PUBLIC INFORMATION 


Mr. Wicc.Lesworrn. What is the personnel with respect to this con- 
solidated Office of Public Information? 

Mr. Lorris. That will provide for an average of 173 people in 1953 
as compared with 156 this year. 

Mr. Wiceieswortu. Is that military personnel or civilian person- 
nel ? 

Mr. Lorris. That is civilian personnel, sir. 

Mr. Wiceteswortn. Civilian. 

Mr. Lortis. In addition, there are about 100 military personnel as- 
signed. 

Mr. Wiceieswortu. In both years? 

Mr. Lortis. Yes, sir. 

Mr. WicGcieswortn. Why do you need such a substantial increase 
in this activity ? 

Mr. Lorris. Public information activities have been increasing. 
The workload on the Consolidated Office for Public Information has 
more than doubled since our participation in the Korean action by 
people calling in, writing in, wanting to know what we are doing, and 
the major portion of that workload hits on this particular office. 

Mr. Fosrer. Last year public information activities in the Depart- 
ment were cut substantially from the preceding year, Mr. Wiggles- 
worth, because of a limitation in the appropriation act, and we have 
had a very difficult year. 

For instance, in this activity in connection with the release of pris- 
oners, we found that we were so terrifically overloaded in the Public 
Information Office that some of them had to work for three 24-hour 
days straight in order to get the material out. 

This increase of, roughly, 17 people is our appraisal of where we 
believe we should keep this level in order to handle the load that has 
been put on this group. 

Mr. WicGLesworTH. Seventeen people, and it 1s $250,000 ¢ 

Mr. Torris. $125,000 of that is personal services. 

Mr. Foster. There are other increases, which are as follows: Travel, 
$1,500; printing and reproduction, $20,000; other contractual services, 
$2,500; supplies and materials, $23,500; and additional equipment, 
$33,000. 

Mr. Lortts. They are using a lot of old photographic equipment 
obtained from the Signal Corps, and this will enable them to replace 
some of that with newer equipment. We are spending a great deal 
of money on the maintenance of their old equipment. 

Mr. Foster. Commmunication services, $5,900 additional. And then 
there are miscellaneous transportation costs. 

Mr. Wiceresworrn. Does this include recruiting activities ? 

Mr. Foster. No, sir. There are no recruiting activities in this 
estimate. 


GOVERNMENT PATENTS BOARD 


Mr. Wiceieswortu. Now the balance of the difference that you 
were explaining appears to be with respect to a contribution to the 
Government Patents Board, $75,000, compared with $50,000 in the 
current year. What is that? 
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Mr. Fosrer. That represents the Department of Defense’s contr: 
bution to the over-all support of the Government Patents Board, an: 
I think that reflects the experience of increased activity which ha- 
developed during this past year. 

Mr. Wiceieswortnu. It is a small item, but I note that it has bee: 
going up from $35,000 in 1951 to $50,000 in 1952, and now you want 
$75,000 in 1953. 

What does that Board do that is important to your office? 

Mr. Lorris. The Government Patents Board was set up by Execu 
tive Order No. 10096 of January 27, 1950, and there are a number 
of different agencies besides the Department of Defense that are re 
quired by this Executive order to contribute to the over-all suppor 
of the Board. The total budget for the fiscal year 1953, I believe, is 
around $120,000. 

Mr. Wiceieswortu. What does it do? 

Mr. Lorris. It is the group the President has asked to set up uni 
form patent policies applying to the inventions of Government em- 
ployees. Mr. Archibald Palmer is Chairman of the Board. 

Mr. WieGiesworru. What is the theory of the contributions by 
the Department of Defense’ . 

Mr. Lorvis. On the theory that most of the inventions come from 
employees in the Department of Defense. 

Mr. WiaeLesworru. How big a Board is that? 

Mr. Fosrer. It consists of a chairman, who shall be appointed by 
the President, and a representative from the following departments: 
the Department of Agriculture, the Department of Commerce, the 
Department of the Interior, the Department of Justice, the Depart- 
ment of State, the Department of Defense, the Civil Service Com- 


mission, the Federal Security Agency, the National Advisory Com- 
mittee for Aeronautics, and the General Services Administration. 
Each representative, together with an alternate, shall be designated 
by the head of the agency concerned. 

Mr. Wice.eswortu. And their total requirements are what? 

Mr. Foster. $120,000. 

Mr. Sikes. Mr. Wigglesworth / 


Number or Minirary PEersonNEL ASSIGNED TO THE OFFICE 
OF THE SECRETARY OF DEFENSE 


Mr. Wicciesworrn. The civilian personnel in the four sections of 
the Office of the Secretary ; namely, his office, the Joint Chiefs of Staff, 
the Munitions Board, and the Research and Development Board, are 
paid out of “Salaries and expenses, office of the Secretary of De- 
fense.” I assume, however, that the military personnel are all paid 
by the respective branches of the service; are they not? 

Mr. Lorris. That is correct, sir. 

Mr. WiaeLeswortnu. I would like to have the record show for each 
of the four divisions the number of military personnel and the cost 
for fiscal 1952; the number of military personnel and the cost re- 
quested for fiscal 1953. I would also like a breakdown with respect 
to fiscal 1952 which will show the military personnel classified by 
rank. 

Mr. Lorris. Yes, sir. 
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(The information requested is as follows:) 


Estimated military personnel requirements by activity 


Fiscal year 1952 Fiseal year 1953 


Number Cost Number Cost 


Office of the Secretary activities 159 $1, 178, 970 162 $1, 207, 240 
Joint Chiefs of Staff and military activities. 399 | 3, 008, 630 391 2, 986, 940 
Munitions Board and industria! activities____- 114 941, 900 115 

Research and Development Board activities 64 523, 930 63 516, 190 


NES ou oon ns haps ahs eel 736 5, 653, 430 731, 5, 661, 900 


Estimated military personnel requirements by rank and activity, fiscal year 1952 


i Research 
Reg wef Joint Muni- and $ 
scams tary of | Chiefsof, tions | Develop-; Total 
Defense Steff, Borrd, ment number 
number | 2Umber | number | Board, 
number 


General of the Army 

General 

Admiral -.-- - 

Lieutenant general 

Vice admiral 

Major general 

Rear admiral (1) 

Brigadier general 

Rear admiral (2) 

Colonel 7 

Captain (Navy) .- 

Lieutenant colonel 

Commander 

Major __- 

i ieutenant commander 
Captain (Army, Air Force, Marine Corps) 

Lieutenant (Navy) 

First lieutenant 

Lieutenant (junior grade) 

Second lieutenant 

Ensign 

Warrant officers 

Enlisted personnel 
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Total 


Mr. FLoop. How long have you been with the Department ? 
Mr. Fosrer. Four months. I have no illusions. I do not know all 
the answers. 


CATALOGING ProGRAM 


Mr. Froop. I see no reason to belabor you. I am always impressed 
and grateful when you men come into Government service and try to 
do these fantastic jobs, and I know you have around your neck this 
system, which is quite a system. 

It would occur to me that, having the kind of background you have, 
when you encounter this outr ageous cataloging program that you are 
encountering and which we are reading about in the newspapers and 
in the reports, why do you not just press a button some place—and 
they probably have a lot of them down there—and call in somebody— 
and you have a lot of somebodys to call in—and say, “Look, put enough 
people on and absorb the cost of those people in the budget t and get 
rid of this backlog and do this cataloging” ? 
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How many people would you need? When you ask, “How man) 
people,” I know that you do not have the answer. You are talking 
to some character in your set-up, so when he comes, and if he has a 
uniform on, he says, “Yes,” and if he does not, he just looks. You 

say, “You go out and get rid of this backlog in c: utaloging and put of 
the people on necessary to do it and absorb the cost in this fisca 
year.’ 

Mr. Fosrer. Last year the Congress passed a concurrent resolution 
in which they suggested we go outside the Department and obtain an 
outstanding man in this field ‘and give him necessary support in getting 
it done. We did that. We have a man by the name of Admiral 
Fowler, who has a very distinguished record, not only in the Navy 
but also in the field of production and management, and management 
of major groups of storage and other installations. We have given 
him practically all he has asked for in this request here. There is a 
real question as to how much faster you can do this kind of job even 
though you double the number of people on it, because of the me- 
chanical limitations and the sheer magnitude of the numbers. 


USE OF ELECTRONIC DEVICES 


Mr. F oop. In the realm of mechanics at this point, is anything 
being done by your shop to borrow these new fantastic machines that 
we are encountering in other areas of the Government? The Census 
people have one and the Technical Services people of Commerce are 
giving birth to another one. Is anything being done in this broad 
and intricate field of cataloging to utilize these new electronic devices 
in order to once and for all dispose of this labyrinth that you are in 
on cataloging ¢ 

Mr. Foster. Yes, there i is, and I think the results of it are promising. 
I think the results of the rather specific use we are making of electronic 
machines in the field of these manufacturers’ spare parts is very 
promising for the broader field. In the spare parts of these manu- 
facturers we have taken some 4 million-plus items and in a period 
of actually less than 6 months they will be coordinated and brought 
down to 1 million, which will have a single number for single pieces. 

Mr. Fioop. You are going to wind up this program that the admiral 
is now working on, you hope, with 1 million digits; is that it? 

Mr. Fosrer. No, sir. That is only one part of the tremendous job. 
That is simply the spare parts supplied as common by manufacturers. 
It does not include the special kinds of things such as are made in the 
arsenals. 

Mr. Fioop. That will be an elimination of how many numbers / 

Mr. Fosrer. That will be an elimination of more than 3 million in 
that particular field. In the broader field they have already elim- 
inated something over 12 million by the older methods, and they are 
now at a point ‘where it is pretty largely a comparison of similar 
numbers to try to get down to the next lower step, and to get them on 
a piece of paper. 


DATE FOR COMPLETING JOB 


Mr. Fioop. What is the target date that the admiral has on the job? 
Mr. Fosrer. He has refused to set a date. One of the reasons is 
this is somewhat like chasing your tail; you never quite catch up to 
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it because you keep putting new items into the system as the men 
develop new pieces. 

Mr. Froop. It reminds me of the newspaper man who was sent to 
cover the San Francisco fire, and when his editor had no reports from 
the boy he got ahold of him and said, “What is the matter’ The 
newspaper man said, “This thing is so confused out here that I can- 
not write anything.” 

Is this going to be a progressive thing 4 

Mr. Fostrr. No. We had, in the opinion of the experts—and I do 
not profess to be one—accomplished between 60 and 75 percent of this 
job as the first step in the cataloging process as an that is, the 
establishment of FIIN numbers for specific items. 

After that is done, there is still a further step which is the publica- 
tion and dissemination. 


EMPLOYING SUFFICIENT NUMBER OF PEOPLE 


Mr. Froop. I do not want to get enmeshed in this, but perhaps your 
bookkeeping people here can tell you—have you Shakieian the ad- 
visability of employing a sufficient number of people at once and use 
them as an instrument to break the back of this thing? Secondly, is 
it a good idea? Thirdly, if you are going to do it, will you tell the 
admiral that it can be absorbed by your existing budget instead of 
asking us for new money in the fise al period to do it? I have seen 
this happen i in a dozen other agencies. 

There has been nothing of the m: agnitude of this that you have in 
your shop, but the Patent people had this. You probably heard even 
vefore you came into the Government service the history of the back- 
lug at the Patent Office. They have attacked that in a certain way, 
a small way, compared to yourselves, but if this is a bona fide effort 
by the Defense people to crack this outrageous problem of cataloging, 
which is not curbstone talk any more, is this one way to do it? Could 
you put a lot of people in there and pay for it yourselves with what 
you have up toa saturation point? Can you do that ? 

Mr. Foster. May I say one or two things? First, it was my good 
fortune, or whatever you want to call it, to have been responsible for 
the Patent Office, the Census Bureau, and the Bureau of Standards, 

Mr. Fioop. That is why I am talking to you. 

Mr. Fosrer. That was a part of my Government activity. I there- 
fore have a general familiarity with the method of procedure. The 
Patent job was a matter of putting on as many people as you could 
get, and there were not enough of the kind that you needed. 

Mr. Fioop. You and I have been through this before in another 
area. Can we do it here? 

Mr. Fosrer. Here, I would like to start backward. 

First, if this budget that we are presenting to you gentlemen is as 
good as we think it is, there is not room to put on a whole lot more 
people to do this particular job and get it done. 

Mr. Froop. You do not believe that. Do you really believe that? 

Mr. Fosrer. It is a question of priorities, and vou do have to look 
at it in that way. 

Mr. Fioop. You did not say that when you were in the other shop. 
They have not sold you a package in 4 months, have they? You are 
much too smart for that. [have known you too long. 
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Mr. Foster. I would like to comment on that. 

Mr. Froop. You are not going to tell me that one. You know bet- 
ter than that. 

Mr. Foster. Of course, you are correct, that in any major activity 
you can make shifts within the activity, Congress willing. 

Mr. Froop. He is becoming a professional. 

Mr. Foster. If this were the superpriority job to do, and it could 
be done—and that is the basic point—it would be wise to do it. 

Mr. Foon. Is this a superpriority job? Is it so important to the 
immediate defense effort that it must be done the way that I have 
suggested it be done? Idonot know. Isit? 

Mr. Foster. I have a question as to whether it would get done 
that way, by putting three times as many people on it. I do not think 
it is a question of numbers, actually. Too many people would get in 
each other’s way. I think that you would have to face the law of 
diminishing returns. 

Mr. Fioop. Can you pay for some numbers out of your own pocket / 

Mr. Foster. Yes; and if it were a question of some numbers— 

Mr. Fioop. Up to the law of diminishing returns, there should be 
some physical effort made down there that I think is not being made. 
which can be paid for by yourselves. 

Mr. Foster. My information is, be it right or wrong, that this num- 
ber, which is about what we asked for, can do the job in the fastest 
and most efficient way, that beyond that number we would get into 
the law of diminishing returns, according to the experts, and again 
I say that I am not an expert. I must take the advise of the experts 
in this field. 

Admiral Fowler is, I think, a first-class fellow who is going to stay 
with this job. One of the greatest troubles in this has been that we 
had a rapid turn-over of people who would get in this, get discouraged 
by it and leave town. I think we have a fell this time who will work 
and stay. 

Mr. Froop. If there is one single trick that you can do down there 
to increase your public relations to give a good press, to make you look 
better with your business friends all over the place, it would be to 
attack and solve this kind of thing. That would do you no end of 
good. 

Mr. Fosrer. I do appreciate that suggestion. I will take another 
look at this one with Admiral Fowler, who, I think, is a very wise 
man in the field. 

Mr. Foon. I saw you work on this kind of thing in a smaller way. 
and now you have the granddaddy. 

Mr. Foster. There is no question about its being the granddaddy. 

Mr. Fioop. I thought you might twist its tail. 

Mr. Fosrrr. The size of it means that you have to attack it in the 
only way that you can get big jobs done, and that is one stone from 
the mountain at a time. 


AwarptnG or Derense Contracts To Distressep LABOR AREAS 


Mr. Froop. I am not sure that this comes directly under your juris- 
diction, although from what I know about it I think it does. I in- 
tended to bring this to the attention of Mr. Lovett when he was testi- 
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fying, but my colleagues were involved in matters of high policy with 
him, and I did not want to take up the time. 

Knowing your ability along this line, I thought I had better wait 
for a shot at you before we get into the various sections. 

I think you will agree that despite this talk about raw materials 
and all these specifications and all these affirmative statements of the 
Department chiefs thus far, and weapons and equipment, the chief 
and basic asset of this Nation is its people. That is the beginning. 
You have to begin with your people and then you can go to the raw 
materials, the armament and everything else, but the American people 
are the basis of our assets. That is our chief weapon. 

Mr, Foster. That I agree with, of course. 

Mr. Fioop. Now, from that premise we go into the area of procure- 
ment of employment. I know that the Munitions Board covers this 
problem directly, and I have a high regard for the Chairman of the 
Board, but I want to get this into Mr. Lovett’s office at your level. I 
happen to be conversant with this problem because I represent the 
No. 1 distressed economic area in this country. I do not mean one of 
these seasonal programs, or geographic areas like New England, or 
the border areas of the South, or Detroit. I have a chronic problem. 

The reasons for that are not important at this moment. It is his- 
torically a chronic problem of an economic character. 

I am not affected in my area by shifts of population and textiles 
moving out and all these other things that are causing very difficult 
problems now. 

For instance, the Detroit thing on the shift-over in procurement 
in areas—that is a very bad thing. I feel bad about that, but that is 
a hit-and-run thing. 

I must say that despite directives from the President to the Defense 
people to mop these unemployment pools—and there was such a direc- 
tive 2 years ago, or 3 years paar ise vehement protestations of 
concerned interests, and I do not question their bona fideness from 
anybody in the Defense set-up who has been and is concerned, yet 
nothing happened. 

I cannot ever be convinced that the great mechanism of yours, the 
Department of Defense, had it applied an iota of its intelligence, 
weight and power to such a problem, could not have put figuratively 
a blotter on it and blotted it out. I will never be convinced that could 
not have been done. 

The fact remains, Mr. Secretary, that this particular unemploy- 
ment blot remains. It has not changed a fraction in percentages and 
case loads. There are three or four others just like it that remain 
chronic in this country. 

Now, the minute pressures develop for seasonal and geographic 
problems everybody moves in to mop up the problem. We have to 
straighten out this Detroit thing. It is very bad. There is plenty to 
pay about it. The New England problem is becoming aggravated, so 
everybody groans and puffs about that, but there are several chronic 
unemployment case loads that you people have been ordered to look 
at and have not done anything about with the exception of a couple 
of procurement men in the Navy and one in the Air Force who actually 
have tried and knocked themselves out trying to help. 
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You are wasting, Mr. Secretary, one of your greatest assets, the 
people, the manpower, by the dozens and dozens of thousands, and 
nobody has done anything about it for one generation. 

I thought I should make this speech to you in the hope that at sone 
conference at your level somebody again will bring this question of 
chronic unemployed areas to the attention of your staff and do it on 
the basis that you are wasting one of your greatest assets, employable 
male labor. 

What do we do? 

Mr. Foster. That, of course, is a very difficult problem and one for 
which we have great sympathy, and I can assure you we want to do 
what is appropriate and possible for us todo. The pressures are gen- 
erated from some of these newer distressed areas recently, and I believe 
effective steps are finally to be taken which will minimize some of 
them. I think your area should benefit to some extent from those. 

Mr. Fioop. You understand I feel very badly when anyone is out of 
work.. When you are out of work for 3 weeks that is tragic and 
desperate, but it is diflicult for me to get too upset about somebody who 
has had a problem for 3 weeks when I know of other areas where 
they have had them for 20 years and with the same rights to attention. 
Those rights are not being recognized by your Department. 

Mr. Fosrer. Perhaps not. I do not know what has been done 
directly in that area. I do raise a question which I think is an ap- 
propriate and fundamental question in this connection—we are, of 
course, the major spender of appropriated funds in the world. 

Mr. Fioop. You are the best customer the American economy has. 

Mr. Fosver. That is correct. We are directed to spend those funds 
for a basic and particular objective; namely, the development of na- 
tional security to the greatest possible extent and by the most econom- 
ical use of the funds and resources. There is, therefore, that basic 
requirement which we must always look to in the methods of spending 
that money and one of the measures—and I say one of them, but a 
very important one—is the price of the article that we want. It must 
be of the quality to do the job; it must be on time, it must be in the 
quantity required, and it must be at the most economic price funda- 
mentally. 

Mr. Fioop. That isa good statement. That is what happens. That 
is an excellent statement. Let me tell you what happens, and it is 
a very human thought that you are engaged in. 

Your procurement people know where certain manufacturers are to 
do the things that you just outlined, meeting your yardstick. To 
follow the path of least resistance; to assure themselves of longevity 
and promotion, they want to have those contracts go to these places 
that can get the stuff out according to your formula—as fast as pos- 
sible. It has been done in the past, so those contracts are channeled 
into those places. The result is, following that practice over a hun- 
dred years, you have jammed up into limited geographic areas the 
entire production potential of this country and you have starved 
others because the chiefs of procurement do it that way. 

It is pretty hard to blame a guy for that, but I blame them. He 
is at the end of his line. He has to do something else. 

Mr. Foster. I must differ with you, at least to a degree, on that 
statement. 
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Mr. Fioop. Good. 

Mr. Foster. I think one of things that has been done very well is 
the geographic distribution of supply. I think if you take the spacing 
of procurement contracts throughout the United States today you 
will find a very good dispersal of ‘them. ‘ 


SUBCON TRACTS 


Mr. Fioop. May I interrupt? You find a very good dispersal of 
subcontracts. You will find too many, particularly scattered all 
over the lot, but on prime contracts they are going to channels which, 
in my opinion, violates the whole intent of Congress in directing this 
program, and it is continuing, and I see no sign of its ever changing. 

Mr. Foster. Well, let me talk to that point you brought up, because 
in one of my other jobs, at least, I have spent a lot of time on that 
one, too. 

Mr. Froop. There is a paragraph in your statement about procure- 
ment. That is why I drove you through that door. 

Mr. Fosrer. You have, from what you have said, a rather low 
opinion of the ability of contracts to give this kind of dispersal. 

Mr. Fioop. That is right. 

Mr. Fosrer. I disagree with you on that. I think that is one of 
the most democratic and effective ways that we have to do this job. 

Mr. Froop. What is that? 

Mr. Foster. By a distribution through subcontracts, because I think 
in that way—— 

Mr. Froop. I find no quarrel with that. 

Mr. Foster. I misunderstood you, then, because the implication of 
your statement was that it was not a good way to get distribution. 

Mr. Frioop. You completely misunderstood me. 

Mr. Foster. I withdraw my difference. We agree. 

One of the directives which the procurement people follow and I 
think they come through on this pretty well—within the broad state- 
ment of policy which I eae gs: to give off the cuff a moment or 
so ago—is that where they can get equivalent deliveries, quantity, 
and “performance, they are inet ucted to utilize in every possible 
instance the distressed labor areas and thus minimize the concentra- 
tion which you and I both agree is unwise. 

I think the record of the procurement services in that regard, while 
it varies from item to item, and service to service, and time to time, is 
extremely good, and is steadily improving. I think that with this 
new emphasis on it, and a task force being set up under Mr. Wilson’s 
direction, including some of our people from each of the services and 
from Mr. Small’s Munitions Board, we have a real hope for the first 
time of an even better job. 

It will never be done perfectly because of the reasons you have out- 
lined—it is easier to go to X company because you have always gone 
there before. That is human nature which we are trying to change. 

Mr. Fioop. Here you are before the Armed Forces Appropriations 
Committee. I want you to know that we understand that problem 
very well. I know what the path of least resistance is. We have your 
records. Weknow what you have been doing. I am not complaining 
about that, but the fact remains that vou have not taken affirmative 
action to do this other thing. 





346 


I spoke of the importance of the people and manpower to show you 
that you are deliberately wasting an asset that should not be wasted. 

Now, there is no doubt in my mind—and I repeat this—that some- 
body in your organization in the past number of years, in the last five. 
could certainly have done something to eliminate this problem. It is 
chronic. It is there. They all knew about it. There is a library of 
information on it. There is no need for surveys. We do not need 
commissions. We do not need reports. What we need in those areas 
now is a commission against any more commissions. We have bee 
surveyed and examined from the soles of our feet to the tops of our 
heads, out of existence, almost, and every department in Washingto: 
has volumes of information on it. It is the kind of thing that must be 
attacked. 

You have now a memorandum from Mr. Wilson, supported by) 
Comptroller General Warren, that you can, under proper circun- 
stances, make procurements and awards into these areas and not to 
the lowest responsible bidder. You got that about a month ago. | 
will buy you the best hat in Danbury—and is that the best place for 
them to go, Mr. Wigglesworth; they are suffering up there / 

Mr. Wiceteswortu. Yes. 


LEGISLATION INTRODUCED 


Mr. Fioop. That nothing will be done by Mr. Wilson’s directive to 
you. Legislation was introduced by me and my New England col- 
league, Mr. Wigglesworth, to have this kind of preferment; to give a 
10 percent differential on awards where certain unemployment. case 
loads appeared as determined by the Bureau of Labor Statistics. 1! 
of these were prepared by the Labor people and the Defense peop! 
and by the Commerce people. 

Legislation was introduced. Your procurement chiefs know all 
about it. That has been going on once a year, Mr. Secretary, for 5 
years, and nothing has been done. Now, you have this two-page 
memorandum. 

Mr. Foster. Has legislation been passed ? 

Mr. Fioop. No. Why? Because it goes to you people and I have 
back voluminous documents from the Defense people—this is not 
practicable, for the following seven pages. 

Now, you have the report from Mr. Warren and Mr. Wilson that 
it be done this way. A lot of publicity has been given to it within 
the last 2 weeks as a sop to the Detroit and the New England people. 
They are new at this business. I am an old hand at it. I will buy 
you a hat if something is going to happen. The authority from Mr. 
Wilson and Mr. Warren will not be exercised by the procurement 
people, and if they are going to rest their oars on that effort, they are 
going to be sadly mistaken, as I have been. 

I am exercised about this. I take advantage of this opportunity 
because of this new unfortunate tragedy in New England and Detroit, 
which is desperate, and I join with them in their problem, but I am 
the chronic invalid. I sit by and watch these fellows and know what 
their pains are, and I am just wagering nothing is going to be done 
by the Defense people about it. 

Mr. Wicetesworru. I have had a bill pending along those lines 
for over 2 years, and to date I have not succeeded in getting anywhere. 
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Mr. Fioop. I have had one to the same effect. I know that Mr. 

Wigglesworth has. Also, there are a couple of other New England 
colleagues who have had their measures in. I abhor the moth-eaten 
phrase “run-around,” but that is what it is. I am not belaboring 
you. You just happen to be sitting here. 
’ Mr. Fosrer. It is not a run-around. I think we do have to be 
guided by the basic instructions to the Department of Defense to 
provide what I outlined before. If there is higher authority, if the 
Congress of the United States says that you shall place orders in 
Congressman Flood’s district and Congressman Wigglesworth’s dis- 
trict, we will be accepting another direction in carrying out our 
mission. 

The mission of improving distress conditions in a distressed labor 
area is certainly different than protecting the security of the United 
States, which is our objective. 

Mr. Fioop. May I interject there? There are people who will say 
that our economy, being sustained at the high level we have discussed 
today, is artificially stimulated because of the size and magnitude of 
our problem, so it is a two-edged sword, that argument. I do not 
hasten to embrace that argument, but there are those who will mouth 
that, if you know what I mean. If that is true, or if it is only partly 
true, there is certainly no denial by us that part of it is so. If part 
of it is true, then there is no reason why it cannot be channeled. | do 


not say discrimination in favor of one area as against another. I do 
not say that is being done. I do not believe that the Defense people 
are discriminating in behalf of any segment of the United States. I 
take a negative predicate. Either unthinkingly or unintentionally, 
the results of what they are doing is discrimination, and I believe that 


if an honest and concerted and intelligent effort were directed to this 
problem in the midst of all these vast problems that you have, that 
some one group of people could easily solve this chronic problem. It 
would be a great thing. 

Mr. Foster. I certainly think that you are entitled to the intelligent 
effort to do it. If both missons can be carried out side by side, I 
would thoroughly agree with what you have said. My concern is 
whether they can be carried out to the degree of performance side by 
side under the presently established procedure—— 

Mr. Fioop. Can we leave it at this point this morning—will you 
report back to the chairman of this subcommittee the effort that will 
be made in an attempt, in the midst of your present program, to meet 
this problem ? 

Mr. Foster. I will be very happy to repeat what I have said here. 
[ will be very happy to report to the committee what is being done and 
will be done within the Department to carry along the parallel activ- 
ities toward your mission and the one which I conceive our mission 
basically to be. 

Mr. Froop. I will add this, for no purpose. My distinguished 
friend from Massachusetts, Mr. Wiggleworth, sits on this committee. 
My distinguished friend from Massachusetts, Mr. Furcolo, 
sits on this committee. Pennsylvania is burdened with me. We 
represents areas that experience the kind of thing that I have talked 
about. I represent the only chronic unemployed area. My New Eng- 
land friends speak of a rapidly developing problem that will soon 
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become chronic. Unless prophylactic measures are taken in New 
England things will get as bad as mine. 

I want you to do two things: eliminate my chronic cancer and stop 
them from getting a chronic cancer. 

Mr. Foster. I will do what I can. This subject was explored and 
probably explained better than I have done by Mr. Small in the pre- 
vious hearings. 

Mr. Froop. Mr. Small and I have discussed this. He can not 
charge these windmills by himself. This is a rather blatant state- 
ment, but whatever I can do, Iam not going to have the Department of 
Defense get out from under this one by saying, “That belongs to 
Mr. Small and the Munitions Board.” It does not. 

Mr. Foster. That was not my intent. 

Mr. Fioop. I am sure of that. 

Mr. Foster. I am responsible in the final analysis. 

Mr. Fioop. Just this comment: Knowing some of your playmates 
for longer than 4 months, I do not propose to have Mr. Small sad- 
dled with this problem. 

Mr. Foster. We will do what we can. 

Mr. Fioop. Thank you, Mr. Secretary. 

Mr. Stxes. Please provide the committee with additional informa- 
tion along the lines of the questioning. 

Mr. Fosrrr. Yes. 


CATALOGING PRoGRAM 


Mr. Sixes. Let me ask you two additional questions on cataloging. 

If the Government is losing money as a result of not having a cata- 
loging program in operation, even though it would be less efficient 
to speed up cataloging, might it not result in an over-all savings to 
speed up cataloging so that the Government would get the benefits 
of it earlier? Will you explore that and let the committee know if 
additional funds, or a diversion of funds, could help to speed up this 
process and over a period of several years save the Government money 
by so doing? 

Mr. Fosrer. I will be happy to comment on that after I consult with 
my colleagues. 

Mr. Sixrs. Let me ask you one additional question for informa- 
tion: If in the cataloging program an item is designated X, but 
the manufacturers of that item designate it A, B, C, D, E, according 
to their own specifications, how does the Government reconcile its 
list with the listing of the manufacturers who produced the item ‘ 

Mr. Foster. The ultimate procurement, assuming we were unable 
to convince the manufacturer that he should accept our Federal iden- 
tification number, would be ordered under the term X with a cross 
reference to all manufacturers’ numbers which apply. It would be 
our effort, however, which I think is in the interest of the manufac- 
turer to accept, to have the manufacturer, in supplying parts, use 
the Federal item identification number X to cover his particular part. 
Obviously, it would make it easier for him to sell it to the Govern- 
ment if he adopted the number the Government uses, so in most cases 
they will adopt this number ro quickly and agreeably. 


Mr. Sixes. Thank you, Mr. Secretary. You have been a most help- 
ful witness. 
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Tuespay, January 29, 1952. 
Courr or Minirary APpprALs 


WITNESS 
HON. ROBERT E. QUINN, CHIEF JUDGE 


Amounts available for obligation 


1951 actual | 1952 estimate | 1953 estimate 


— - - - 4 


Appropriation or estimate_ - é $265, 000 
Comparative transfer from “Salaries and expenses, Office of 
Secretary of Defense’. $3, 377 $173, 800 


Total obligations 3, 377 173, 800 265, 000 


Obligations by activities 
Military justice: 
1951__ 


1952 
1953 


Obligations by objects 


Object classification 195] actual | 1952 estimate | 1953 estimate 


Total number of permanent positions j 48 
Average number of all employees 40 


Average salaries and grades: 
General schedule grades 
Average salary +4, 905 
Average grade : 8.1 GS-7.7 
Crafts, protective, and custodial grades: 
Average salary 552 $2, 552 
Average grade 3.0 CPC-3. 
Personal services: 
Permanent positions 186 $221, 205 
Part-time and temporary positions 
Regular pay in excess of 52-week base 714 995 
Payment above basic rates , 500 1, 500 
Total personal services 400 223, 700 
Travel , 500 5, 000 
Communication services 2, 400 4, 800 
Printing and reproduction 5, 000 10, 000 
Other contractual services 5, 000 2, 500 
Supplies and materials 7 , 800 3, 600 
Equipment , 500 | 15, 000 
Taxes and assessments 200 400 
Total obligations __.. . 73, 800 265, 000 


Mr. Srkes. We will begin on the new appropriation item for the 
Court of Military Appeals. We shall ask Judge Quinn to take his 
place at the committee table. 

This appropriation is to finance the salaries of the three judges and 
all other officers and employees and other necessary expenses of the 
Court of Military Appeals, established pursuant to the Uniform Code 
of Military Justice. 

The court was established to provide an appellate court for the 
review of courts-martial records of military personnel. 

We find the breakdown of the salaries and expenses under tab 6 on 
page 3. 
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_ Judge Quinn, the committee is very glad to have you as the chief 
judge before us. I trust that you have a statement to make and I hope 
that you will preface that statement by giving the committee a better 
chance to get acquainted with you by telling us something of your 
background. 


BACKGROUND OF JUDGE QUINN 


Judge Quinn. Mr. Chairman, I will be glad to. I have been a law- 
yer for approximately 35 years. I was admitted to the bar in 1917, 
just before the First World War. I did not practice until I came 
back, and then practiced law actively in Providence, R. I., for about 
the next 20 years. I was elected to the Senate of Rhode Island in 
1922. I served many years there, and became the senate floor leader 
and lieutenant governor and then governor, and then I served upon 
the courts of Rhode Island for approximately 10 years, and then was 
later ee chief judge of this court by the President and con- 
firmed by the Senate. 

Mr. Srxes. Thank you very much, Judge Quinn. You may now 
proceed with your general statement. 


GENERAL STATEMENT 


Judge Quinn. Yes, Mr. Chairman. 

Mr. Chairman and members of the committee, the Court of Military 
Appeals was created by act of Congress, popularly known as the Uni- 
form Code of Military Justice, approved May 5, 1950, and effective 
May 31,1951. The court is located for administrative purposes in the 
Department of Defense and consists of three judges appointed from 


civilian life by the President, by and with the consent of the Senate. 
The President is authorized to designate from time to time one of the 
judges to act as chief judge. 

The Court of Military Appeals reviews the record in the following 
court-martial cases: 

(1) All cases in which the sentence, as affirmed by a board of review, 
affects a general or flag officer or extends to death ; 

(2) All cases reviewed by a board of review which the Judge Advo- 
cate General orders forwarded to the Court of Military Appeals for 
review ; and 

(3) All cases reviewed by a board of review in which, upon petition 
of the accused and on good cause shown, the Court of Military Appeals 
has granted a review. 

In any case reviewed by it, the Court of Military Appeals takes 
action only with respect to matters of law. 

In addition, the Court of Military Appeals and the Judge Advo- 
cates General of the Armed Forces are required to meet annually to 
make a comprehensive survey of the operation of the Uniform Code 
of Military Justice and report to the Committees on Armed Services 
of the Senate and House of Representatives, and to the Secretary of 
Defense and the Secretaries of the Departments, the number and 
status of pending cases, and any recommendations relating to uni- 
formity of sentence policies, amendments to this code, and any other 
matters deemed appropriate. In this regard an interim erm is being 
prepared for submission to Congress, to the Secretary of Defense, and 
to the Secretaries of the Departments in February 1952. 
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The three judges nominated by the President on May 22, 1951, were 
confirmed by the Senate on June 19, 1951. The court held its initial 
meeting on June 22, 1951, for the purposes of obtaining adequate 
quarters, and of planning its staffing needs. 

Temporary limited quarters were provided on the seventh floor of 
the Internal Revenue Building where the court is sharing the court- 
room facilities of the United States Court of Customs and Patent 
Appeals. Negotiations have been conducted to the end of securing 
permanent quarters, and, in that regard, assurances have been re- 
ceived from the Commissioner of Public Buildings that the Court of 
Appeals Building at Fifth and E Streets, NW, would be made avail- 
able, as soon as the space is vacated by the United States court of 
appeals, which will move into the United States Courthouse on Con- 
stitution Avenue. While, originally, the new United States Court- 
house was to have been finished on October 13, 1951, materials diffi- 
culties have delayed the completion, and the court building is now 
scheduled for occupancy in the late spring or early summer of this 
year, 1952. 

As of January 1, 1952, the court had a staff of 22 employees, 25 as 
of today, including 3 judges. The limited quarters now occupied 
by the court have prevented the obtaining of necessary additional 
employees and will curtail any rapid expansion until such time as the 
move into permanent quarters is effected. Based on the present but 
estimated case workload, it is expected that. approximately 48 em- 
ployees will be needed to enable the court to discharge its obligations 
during the fiscal year 1953. 

Three hundred and twenty-one cases were docketed with the court as 
of January 1, 1952, 403 as of this morning, and it is anticipated that 
approximately 1,000 cases will be docketed by June 30, 1952. For 
fiscal year 1953, it is estimated, based on the figures furnished to the 
court by the Judge Advocates General of the Armed Forces, that 
some 2,500 cases will be received by the court for review and disposi- 
tion. 

In view of the contingencies as to the staff requirements and as to 
the expenses which will be incurred in furbishing the Court of Ap- 
peals Building, it is hardly possible at this time to fix the needs of 
this court for the next fiscal year with any degree of certainty. ‘There- 
fore, through the administrative assistance of the Office of the Secre- 
tary of Defense, and to the best of our ability, an over-all sum of 
$265,000 has been approximated and is requested for salaries and ex- 
penses for the Court of Military Appeals for fiscal year 1953. 


PRESENT ACTIVITIES OF THE COURT 


Mr. Srxes. I think it would be helpful to the committee if you 
would give us some general information about the type of work which 
the court is now doing. 

Judge Quinn. Well, we are now actually sitting, Mr. Chairman, 
asacourt. We sit perhaps two or three times a week. We are a little 
bit circumscribed in our ability to sit as often as we would like because 
we do have the problem of sharing the courtroom with the Court of 
Customs and Patent Appeals. It is their courtroom. They have first 
priority, and we can use it only when they permit us to use it. 


93946—52—pt.1 
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Of course, we are trying to get permanent quarters, and I think tha: 
perhaps we have now solved that problem. It was not an easy one. 
I think we now have assurance that we will go into the Court of 
Appeals Building when the court of appeals moves into the new 
United States Courthouse. Then, of course, we have to determine 
the necessary furniture and equipment that we will have to have. We 
intend to use whatever furniture is left there for us to use. I think 
the courtroom will be adequately furnished. I do not imagine that 
they would take the bench or the court chairs or the carpets or the 
benches into the new courthouse, because I presume it will be com 
pletely equipped with entirely new furniture. If that is the case, we 
will require no new furniture. What they will leave in the 
way of shelves for the library, books, desks, equipment, and 
so forth, we do not know. We will utilize what they do leave, 
but undoubtedly we will have to supplement that by some new furni 
ture. 

Actually, what we are doing in the way of court work is passing 
upon the appeals that come up to us. The case starts with the court 
martial. It is tried by court martial, and of course if there is an 
acquittal that is the end of it so far as we are concerned. If there is 
a conviction the case then, according to law, is reviewed by the con- 
vening authority, the general or admiral who convenes the court, and 
he now under the law is required to have a completely equipped lawyer 
to give him a written opinion as to the adequacy of the conviction, and 
so forth. 

It then goes to a board of review, if it is affirmed by the convening 
authority, in the office of one of the Judge Advocates General, de- 
pending on the service in which the man tried served. 

Before that board of review, which is to all intents and purposes an 
intermediary court, the case is heard and argued, and both sides are 
represented, briefs are filed, and after adequate consideration by that 
board of review, the case is either reversed, sentence may be reduced 
by them—they have the authority to pass on both law and facts and 
also reduce sentences—and if the case is affirmed, then the accused has 
a right, within 30 days, to take an appeal to our court. 

If the case carries a sentence of death it comes up automatically. 
If it is the conviction of a flag officer, a general or an admiral, it 
comes up to us. The Judge Advocate General of any service may 
certify any case to our court. 

_ Those three types of appeal must be reviewed by us whether we like 
it or not. 

The other cases are the cases where the accused takes an appeal to us. 

At the present time we are getting a little more than 100 appeals a 
month from the Army, the Navy, and the Air Force. Apparently 
that figure is increasing, and if the figures coming up from the Navy 
and the Air Force are anywhere near approximate to those that 
will be coming up from the Army, we would anticipate 2,500 cases in 
the calendar year 1953. 

Now, we review the record as well as we are able. Of course, it 
cannot be too thorough a review and we have to work through law 
clerks and commissioners because it would be absolutely physically 
impossible to read every word in these records, I mean for the judges 
to do it. 
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The records run from 20 pages to 1,000 pages. We then determine 
in all cases that are not mandatory whether or not we believe there is a 
real question of law involved, and, if there is, we grant the petition 
for review. If we think that there is no question of law involved, 
we reject, or deny, the petition for review. 

At the present time, Mr. Chairman and members of the committee, 
we perhaps grant about 20 percent of the petitions that come to us for 
decision. 

If the petition is granted, or if it is a mandatory case, the parties 
are then notified that the case will be set down for hearing approxi- 
mately 30 days later, and then briefs are filed and carefully considered 
by us. The case is put down for hearing and argued just exactly the 
same as a case would be argued before the United States Supreme 
Court, and then held for decision. 

After the case has been heard, the court meets, discusses the matter, 
reaches a conclusion, and the chief judge assigns the case to the respec- 
tive members of the court to write up a rough opinion. After that 
opinion has been written, in the rough, it goes to each judge, is read 
over, criticized, suggestions are made, and we finally arrive at the 
final decision. 

We have actually published 25 opinions. There are about 18 pend- 
ing, and we are hearing three cases today, three cases tomorrow, and 
one case the following day. 

We are averaging now, in actual hearings where arguments are 
heard on both’ sides, about seven or eight cases a week. 

Mr. Sixes. Thank you very much, Judge. That is very helpful. 


VOLUME OF CASES 


Let me ask you a question: What do you anticipate in the way of a 
time situation? The number of cases that are being brought to the 
court would indicate that you may have considerable difficulty keep- 
ing current. 

Judge Quinn. It is entirely possible. Of course, we are trying to 
get the cases heard as rapidly as we can, and get them decided as 
rapidly as we can. 

Mr. Sixes. At the moment are you staying current ? 

Judge Quinn. Well, we have 18 opinions now pending, and I think 
maybe three will come out this week and maybe four or five will come 
out the next week, but in the meantime, of course, we are accumu- 
lating business. I would think that perhaps we could stay current 
if the volume did not increase, but undoubtedly the volume is going 
to increase. This anticipated increase will require, as provided in 
our estimates, several additional commissioners to help us with our 
work. 

Mr. Froop. I just want to say that you come highly recommended 
tous by my friend Mr. Fogarty from Rhode Island. 

Judge Quinn. He is a very good friend of mine. 

Mr. Froop. Your jurisdiction is entirely appellate? 

Judge Quinn. Appellate. 

Mr. Fioop. No de novo procedures? 

Judge Quinn. No. 

Mr. Froop. Can you send back for additional facts? 
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Judge Quinn. We can send back for a new triai, or we have the 
power to make an investigation of our own if we should see fit to do so. 

Mr. Frioop. You mentiened 100 cases a month coming in. 

Judge Quinn. That is at the present time. 

Mr. Fioop. Are they generally the kinds of cases where, if you 
take a leading case and decide it, there will be a number of other 
‘ases follow it and fall without special attention ? 

Judge Quinn. I think to some extent that would be true, but there 
are almost always variations. 

Mr. Fioop. They must swing on their own facts / 

Judge Quinn. Almost every case has some little thing to distin- 
guish it from another case, although we have decided one that would 
actually decide three or four, and I think perhaps as time goes on 
your suggestion would be more applicable than it is now. 

Mr. Froop. It is unlikely in your work that any one leading case 
will break the back ofa case load of 500 cases? 

Judge Quinn. It is very unlikely. 


RIGHT OF ACCUSED TO APPEAL 


Mr. Ritey. Does any man in the Armed Services have the privilage 
of appealing his case to you if he feels the law and the regulations 
will so permit ? 

Judge Quinn. Congressman, only in the event that he receives a 
sentence of at least 1 year, a dishonorable discharge, or a bad-conduct 
discharge. If he receives a bad-conduct discharge, he could appeal 
to us even though he only receives a 3-month sentence, but unless there 
is a bad-conduct discharge, or a dishonorable discharge attached to 
the penalty, he can only come up to us if the sentence is 1 year or 
more. The special or summary courts automatically would not have 
a right to appeal to us. 

Mr. Ritey. I just wondered if you were going to be burdened with 
a lot. of trival things. 

Judge Quinn. We would not. 


PERSONNEL OF COURT 


Mr. WieeLeswortH. What is the personnel that is contemplated to 
be covered by this request for $265,000 ? 

Judge Quinn. There would be three judges, one chief commissioner, 
one clerk of the court, one deputy commissioner, one chief deputy 
clerk, three commissioners, one deputy clerk, one librarian, one court 
reporter, two marshals, one statistician, three secretaries to the judges, 
three law clerks, one secretary to the chief commissioner, one research 
assistant, five secretaries, five assistant clerks, four stenographers, six 
typists, and four messenges. That is a total of 48. 

Mr. WicGieswortu. How many do you have on the payroll now? 

Judge Quinn. Twenty-five, sir. 

Mr. WiecLteswortu. You started functioning in June? 

Judge Quinn. Well, actually we were sworn in in June. We ac- 
tually did not begin to hear cases until:September. 
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VOLUME OF CASES 


Mr. WicGLeswortH. How many cases have you been handling since 
then ? 

Judge QuinN. There are 403 cases docketed up until this morning. 

Mr. WiaeLeswortH. You have not touched them ? 

Judge Quinn. We have touched a good many of them. 

Mr. WieeieswortH. How many have you disposed of since Septem- 
ber ¢ 

Judge Quinn. We have actually disposed of 21 in the matter of 
issuing the opinion in those cases. We have heard 18 more, and have 
opinions pending in those. There are 6 cases set for hearing today and 
tomorrow. We have denied 212 petitions in that time. We have actu- 
ally taken action in 287 cases, including cases, now pending and 
opinions now pending. 

Mr. Froop. Do you have the right of allocatur, or is your appeal 
of statutory right? Do you have discretion in the granting of an 
appeal of any kind? 

Judge Quinn. Yes: except in those three cases, those three classes of 
cases. 

Mr. Fioop. They are mandatory / 

Judge Quinn. They are mandatory. We have complete discretion 
the same as the Supreme Court does in granting or denying certiorar1. 

Mr. Wiceiesworrn. I have no further questions. 

Mr. Sixes. Thank you very much, Judge Quinn. 

Judge Quinn. Thank you very much. 


Tuespay, JANUARY 29, 19D. 
RETIRED PAY 


WITNESSES 


J. ROBERT LOFTIS, ASSISTANT FOR ADMINISTRATION 

JOHN A. WYLIE, DIRECTOR, BUDGET AND FINANCE DIVISION 

LYLE S. GARLOCK, DEPUTY COMPTROLLER FOR BUDGET 

M. A. SCHWARTZ, ACTUARY, BUDGET ANALYSIS BRANCH, OFFICE 
OF ASSISTANT CHIEF OF STAFF, ARMY 

LT. COMDR. R. S. GUY, REGULAR NAVY AND RESERVE RETIRE- 
MENT BRANCH, BUREAU OF NAVAL PERSONNEL 

CoOL. L. W. MONTGOMERY, CHIEF, SEPARATIONS BRANCH, POLICIES 
BRANCH, AIR FORCE 


1951 actual a |s2estimate 1953 estimate 


Amounts available for obligation 
Appropriation or estimate | $342, 000, 000 | $345, 000,000 | $345, 000, 000 
Unobligated balance, estimated savings (available for admin- | | | 

istrative reappropriation in subsequent year) | =, 910, 773 | —14, 107,000 |...-- 


ge ee ee rrr ee axial 324, 089, 27 | 330, 893, 000 | 345, 000, 000 
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Obligations by activities 








Description 1951 actual | 1952 estimate | 1953 estimat. 





1. Nondisabilit $141, 306, 187 
2. Temporary disability , 290, 796 
Bi, Dae GINO nok ie hte bodice ccpedodensnsmcctes - 153, 523, 600 
4. Fleet Reserve : 


Obligations incurred 


$152, 025, 000 

6, 459, O0u 

165, 689,000 
20, 827, 00u 


345, 000, 000 


$147, 703, 200 
4, 514, 500 
1 675, 500 
, 999, 800 


324,089,227 | 330,893,000 | 


’ , 














Program and performance 


Provision is made for the pay of military personnel on the retired lists of the 
Army, Navy, Marine Corps, and Air Force. While only a slight rise is antici- 
pated in nondisability retirements, it is estimated there will be a continually 
increasing rate in disability requirements resulting from combat casualties. The 
following tabulation shows for each fiscal year the estimated average number 
of personnel on the retired lists: 





Type of retirement 


Average num- 


ber, 1951 
actual 


Average num 
ber, 1952 
estimate 


Average num- 
ber, 1953 
estimate 





1. Nondisability 
2. Temporary disability 
3. Permanent disability 
4. Fleet Reserve 


59, 439 62, 925 

944 4, 486 
56, 862 67, 896 
15, 988 11, 892 


133, 183 

















Obligations by objects 


12 Pensions, annuities, and insurance claims: 
19 


__ SERRE Saks SE Ga e AS i pe RESINS APR alee oe PRL Layo A $324, 089, 227 
330, 893, 000 
345, 000, 000 


Mr. Rirey. The committee will please come to order. 

Mr. Loftis, we are glad to have you come before us and testify with 
relation to the estimates for the retired pay for the fiscal year 1953. 
I believe you have a prepared statement. We would be glad to hear 
you at this time. 


GENERAL STATEMENT 


Mr. Lorris. Thank you, sir. 

Mr. Chairman and members of the committee, this appropriation 
estimate provides funds for retired and retainer pay, as prescribed by 
law, for all military personnel of the Department of Defense. This 
estimate represents a consolidation of the requirements of the militar) 
services for payments to Regular and non-Regular officers and en- 
listed personnel on the retired rolls of the Army, Navy, Marine Corps, 
and Air Force and for the retainer pay of Regular enlisted personne! 
of the Navy and Marine Corp Fleet Reserve as provided by Soe, 

For the fiscal year 1952 Congress appropriated $345 millions for 
payments to eligible annuitants under the provisions of the various 
acts relating to retired personnel. That estimate was predicated on 
the assumption that increases in temporary and permanent disability 
retirements attributable to the increased military strength and the 
military actions in Korea would be realized in fiscal year 1952. Our 
experience during the first 6 months of this year indicates that thi- 
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assumption was somewhat optimistic. The policy of maximum hos- 
pitalization before retirement, together with a lower than anticipated 
rate of disability cases resulting from casualties, has held down the 
rate of accession to the disability rolls. Accordingly, there does not 
appear to be a need this year for approximately $14 millions of the 
total appropriated for this purpose. 

May I interject at this point to say that ever since the Korean build- 
up we have tried to get this estimate down to just the bare minimum 
required for the payment to retired military personnel. There are no 
other payments carried in this appropriation, and we believe we are 
getting closer to it this year. 

For the fiscal year 1953 it is estimated that $345 millions will be 
required for all categories of retired pay. This will provide $152 mil- 
lions for an average of approximately 62,925 officers and enlisted per- 
sonnel retired for other than disability reasons as compared with an 
average of 61,207 this year. This estimate assumes that retirement for 
other than disability reasons will be limited largely to personnel for 
whom retirement is mandatory by law. Present policies of the mili- 
tary departments now in effect to defer voluntary retirement, except 
in cases of hardship or for the good of the service, will be continued. 
The estimate will also provide $172.1 millions for an average of 72,382 
officers and enlisted personnel retired for disability reasons as com- 
pared with an average of 65,156 on the disability retired rolls this year. 

In light of the lag in anticipated disability retirements last year, the 
military services have each reviewed and adjusted the factors and as- 
sumptions on which the estimates this year are predicated. For exam- 
ple, the factor of 15 percent of battle casualties resulting in disability 
retirement has been adjusted this year to 10 percent. Similarly, the 
assumption of 6 months hospitalization prior to retirement has been 
adjusted to 12 months. With these adjusted experience factors, it is 
believed that the estimate for the fiscal year 1953 is based on expectancy 
tables which more realistically reflect the services’ experiences from 
the Korean action. 

The balance of the estimate, or $20.8 millions, will provide for an 
average of 11,892 members of the Navy and Marine Corps Fleet Re- 
serve who are retained in inactive status. This is slightly less than the 
average of 11,991 on the rolls this year, due to the eel of retaining 
on active duty personnel who would otherwise be eligible for transfer 
to the inactive roll. 

In summary, the estimate of $345 millions for the fiscal year 1953 
will provide for an average of approximately 147,000 annuitants on 
the retired rolls as compared with an average of 138,000 this year. 
Nearly 80 percent of this increase is based on an anticipated increase 
in disability retirements. No provision has been made in these esti- 
mates for any increase in the rates which may be payable to retired 
personnel under legislation now pending to increase the compensation 
for both active and retired military personnel. 

Representatives of the military services are available to discuss these 
estimates with you in more detail if you desire. 

Mr. Ritey. Mr. Loftis, just who are eligible to receive retirement 
pay and disability pay? 

Mr. Lorris. There are a wide variety of acts authorizing retirement 
of Regular officers, and enlisted personnel of the Army, as well as the 
non-Regular officers and enlisted personnel. They break down gen- 
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erally into retirement for length of service, age, and disability within 
each of those categories and under some provisions of law retirement 
is mandatory and in some cases is discretionary with the Secretary of 
the service concerned. 


CoMPARISON OF VETERANS’ Disapmuiry PLan anp Munrrary Ri rire- 
MENT PLAN 


Mr. Ritey. Where is the line of demarcation between the disability 
covered by the Veterans’ Administration and the disabilities covered 
by this appropriation ? 

Mr. Lortis. In most cases I believe, sir, the line of demarcation is 
discretionary with the individual concerned. If it is more advan- 
tageous to retire under provisions of the Veterans’ Administration, 
he may elect to do that in lieu of retiring under the military. 

Br. Gartock. Off the record. 

(Discussion off the record.) 

Mr. Wyuir. The election to receive VA compensation in lieu of dis- 
ability retirements under this appropriation is dependent on, degree 
of disability, length of service, grade or rank, and number of de- 
pendents. Generally a high degree or percentage of disability to a 
lower grade officer or enlisted man, with dependents, receives more 
benefits under VA compensation than under this appropriation. 

It is also true, as Mr. Garlock pointed out, that an enlisted men with 
a short term of service would probably benefit by electing to retire 
for disability under the Veterans’ Administration plan as opposed to 
the retirement plan of the Department of Defense. 

Mr. Stxes. Would you go more specifically into what is involved 
in the Veterans’ Administration plan of retirement as opposed to the 
military retirement program? In that connection I want specific in- 
formation on this: Are the examinations which are required at 
recurring intervals if a man retires under a military pension similar 
to the procedure which he might have to go through if retired under 
the Veterans’ Administration, different? 

Mr. Gartock. Off the record. 

(Discussion off the record.) 

Mr. Sixes. Who will be the principal witness ¢ 

Mr. Gartock. Mr. Schwartz, I believe. 

Mr. Sixes. Mr. Schwartz, we want to determine in not too great a 
time some of the differences between retirement under the military 
program and retirement under the Veterans’ Administration pro- 
gram. We would like for you to briefly outline the primary differ- 
ences. Then we would like for you to tell us in what way a man may 
elect which form of retirement he is going to receive. Then we will 
proceed. 

Mr. Scuwartz. Basically, the pay which a man gets from the Vet- 
erans’ Administration is a compensation and not a retirement pay. 
He gets an amount equivalent to the percentage of his disability as 
applied to a base of $150. He can get an amount that would be equal 
to 10 percent, running up to 100 percent of $150. 

He is entitled to certain allowances for dependents, if his disability 
runs beyond a certain point. Beyond certain limits of disability, 
too, he is entitled to additional allowances for such medical care as 
nursing help, if he cannot get around. 
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Anyone who retires has a right to select whether he wants the 
Veterans’ Administration compensation or retirement pay from the 
services. 

Mr. Srxes. If he has no disability of course he cannot go to the 
Veterans’ Administration. 

Mr. Scuwartz.. That is right, sir, however he may apply for com- 
pensation but has to meet a minimum of 10 percent disability in order 
to be paid by the Veterans’ Administration. 

Mr. Sixes. Under the Defense Department retirement program he 
may retire either for disability or for longevity; is that correct? 

Mr. Scuwarrz. If he has 20 or more years of service he may elect 
retirement pay based on the length of service. That is correct, sir. 

Of course, if an individual has less than 20 years of service he has 
to have a minimum of 30 percent disability before he can collect disa- 
hility retirement benefits. 


EXAMINATIONS FOR DISABILITY PAYMENTS 


Mr. Sixes. What exaniinations, if any, are required for a man 
retiring for physical disability under the Department of Defense 
retirement program as contrasted with examinations required of a 
man who receives compensation from the Veterans’ Administration ? 

Mr. Scuwartz. The standards for the examination are the same. 
The Department of Defense uses, by law, the Veterans’ Administration 
standards for determination of percentage of disability. 

Mr. Srxes. Do those examinations apply to all people, or only to 
those retired for disability after a certain time? 

Mr. Scuwartrz. They apply to all who separate for disability, sir. 
As a matter of fact, all separations are accompanied by physical 
examinations. 

Mr. Srxes. During the war a great many people of high rank retired 
for physical disability, along toward the end of their careers. Do 
those people have to take an examination, or are they exempt from 
examination ? 

Mr. Scuwartz. To my knowledge, sir, anyone who is retired for 
disability must have a physical examination. 

Mr. Srxes. Will you check your answer carefully on that, so that 
we can be sure we have the correct information ? 

Mr. Scuwarrz. Yes, sir. I am virtually positive of that, sir. 

(The information is as follows :) 

Each officer or enlisted member of the Armed Forces heretofore or hereafter 


retired for disability is required to undergo a physical examination prior to 
retirement in order to determine the nature and extent of disability. 


COST OF VETERAN’S DISABILITY PAYMENTS FOR 1953 


Mr. Srxes. Will you tell us now something about the comparative 
cost. You have an estimate here of $345 million for the Department 
of Defense retirement pay program. Can anyone here tell me what 
the comparable figure is for the Veterans’ Administration? I am 
asking this purely for information. 

Will you provide that for the record. 

Mr. Lortis. Yes, sir. 


93946—52—pt. 1——24 
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(The information is as follows :) 


The 1953 estimate of the Veterans’ Administration covering compensation pay- 
ments to living veterans with service-connected disabilities totals $1,201,250,684. 


Tyres or Disasmniry RerrreMeNtT 


Mr. Srxes. Will you go into the different programs you have listed 
here as activities 1, 2,3, and 4, nondisability, temporary disability, per- 
manent disability, and Fleet Reserve. 

Tell me in a few words what is involved in each of these programs. 
And to what type of person they apply. 

Mr. Scuwartz. Under the heading of “Nondisability retirement” 
are those who retired voluntarily for length of service, mandatorily 
for age, and mandatorily because they were forced into retirement be- 
cause of failure of selection for promotion. That would about sum- 
marize it, sir, for the nondisability retirements. 

For the disability retirements it would include those who upon 
separation or upon examination were found to have a disability. 

fr. Sikes. You have two types, temporary and permanent. 

What is meant by “temporary disability”? What kind of disability 
would be classed as temporary, and what happens to a man after he 
receives compensation or retirement pay for a temporary disability ? 

Mr. Scuwartz. The determination as to whether it is a temporary 
or permanent disability depends upon the approved medical findings. 

By law a man placed on the temporary disability rolls must be 
examined at least every 18 months. Within 5 years after he comes 
onto the temporary disability retired list a permanent disposition has 
to be made. Either he goes on the permanent disability list or re- 
turned to active duty or is separated. 

Mr. Srxes. When he receives permanent disability, is that what the 
name implies? Is that permanent disability with periodic exam- 
inations or not? 

Mr. Scuwartz. For those on the permanent disability retired list 
there are no periodic examinations. Only for those on the temporary 
disability retired list are there periodic examinations. 

Mr. Stxes. You are asking for $165 million for permanent disabil- 
ity as compared to $6 million for temporary disability. It would 
seem that practically everybody is on the permanent list. I assume 
that would cover the class of people I was talking about a few mo- 
ments ago, the men of high rank who retired during the World War 
II. There was quite a bit of comment in the papers about the number 
of people retiring on disability. 

Mr. Scuwarrtz. I understood your question to refer to reexamina- 
tions rather than initial examinations, sir. Everyone has to go 
through a cage 7 examination before he can be retired for disabil- 
ity, regardless of the degree of disability. 

Mr. Sixes. That is right. 

Mr. Scuwartz. The reexamination refers to those whose names 
appear on the temporary disability list, and the question arises as to 
when they go off the temporary list. 

Mr. Lorris. May I add, sir, in amplification, that the temporary 
retired list is something new which was started with the Career Com- 
pensation Act in 1949. The large bulk of the people on the perma- 
nent retired list were on that list prior to the effective date of the act. 



















































upon 


ility 
or he 
ity ¢ 

rary 
ings. 
st be 
omes 
n has 
yr re- 


it the 
xam- 


d list 
orary 


sabil- 
vould 
ssume 
vy mo- 
War 


imber 


mina- 
to go 


sabil- 


hames 
as to 


orary 
Com- 
erma- 
1e act. 


361 






























Mr. Srxes. They are not required to take the examination ? 

Mr. Gartock. They are not required to take the examination. They 
are not even required to come under the provisions of the new act un- 
less they so elect, in which case they are then subject to another physi- 
val examination. 


FLEET RESERVE RETIRED-PAY PROGRAM 


Mr. Srxes. What is covered by the Fleet Reserve retired-pay 
program ¢ 

Mr. Scnwartz. I believe the Navy representative would be able to 
answer that. 

Commander Guy. That is the mandatory retirement for enlisted 
men at the completion of 30 years’ service. 

Mr. Sixes. Please identify yourself for the record, and give your 
statement. 

Commander Guy. I am Lieutenant Commander Guy, of the Bureau 
of Naval Personnel. 
_ An enlisted man may go into the Fleet Reserve at the completion of 
_ 20 years of active service. After he has completed a total of 30 years’ 

active and inactive service he is placed upon a retired list, manda- 

torily. 
ESTIMATED INCREASE IN DISABILITY RETIREMENT 


| Mr. Sixes. You are asking $345 million this year as compared to 
> $331 million for 1952. Does all of that represent additional retire- 
ments, or does some of it represent additional personnel required to 
administer the program ? 
Mr. Lorris. There are no funds in this appropriation for personnel 
required to administer the program. 
fr. Stes. It is all retired pay? 
Mr. Lortis. Yes, sir. 
Mr. Stxes. Have you have a $14 million increase in retirements 
| since a year ago? 
| Mr. Lorris. The larger portion of that, about 80 percent, is based 
} on an estimated increase in disability retirements resulting largely 
from the casualties in Korea. We estimated that those would begin 
_ to hit the retired rolls this year. Because of the long period of hos- 
pitalization and a lower rate of disability cases resulting from those 
_ casualties the real increase will not be felt until next year. 

Mr. Sixes. So that actually, so far as Congress is concerned, having 
once established a pattern by law there is not very much we can do 
except to pay the bill when it is presented ? 

Mr. Lortis. That is correct, sir. 

This is basically a mathematical calculation of rates prescribed by 
law to a projection of the numbers who will be on the retired roll. 

Mr. Gartocx. The area of judgment, Mr. Chairman, is strictly an 
estimate of how many are going to come onto the roll. There are a 
great many variables in that. 

Mr. Stxrs. Have your estimates been reasonably accurate in the 
past ? 

Mr. Lorris. We have missed it since Korea. We anticipated a 
larger increase in the disability retirements than has materialized. 
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We have reviewed our factors and assumptions this year and adjusted 
them downward. 

As I pointed out in the opening statement, we have adjusted tle 
estimated rate of 15 percent disability retirement to the total nuniber 
of casualties down to 10 percent. We have increased the assumption 
on hospitalization from 6 months to 12 months. 


STANDARDIZATION OF RETIREMENT PROGRAMS 


Mr. Ritey. Do the permanent Army, Navy, and Air Force men as 
a rule follow the service retirement, and the civilian servicemen follow 
the disability retirement pay of the Veterans’ Administration ; or do 
they make their choice at the time of their retirement ? 

Mr. Lorris. Mr. Schwartz, will you answer that? 

Mr. Scuwartz. Any individual who is eligible for disability retire- 
ment pay, sir, can elect at any time, if he retired since the passage of 
the v Yaga Compensation Act, to accept the Veterans’ Administration 
benefits. 

Mr. Ruxy. If under present laws they have the benefit of selection, f 
why would it not be better to standardize the retirement prograni so 
that there would be just one policy for all concerned ? 

Mr. Gartock. I think the answer to that, Mr. Riley, is that this has 
been discussed in the Armed Services Committee, I believe, at length. 
As a matter of fact, I think it was taken up at length when the last f 
career compensation bill was up, and the military services much prefer F 
to have it handled within the departments due to the many cases 
of recall to active duty and return to retirement. 

There is also a certain amount of going back and forth from the 
retired pay to active duty. It makes it much easier to handle. 

I think in the opinion of the committees writing the bill that they 
decided to leave essentially. the longevity retirement and the perma- 
nent disability of men with long years of service with the Department. 

Mr. Ritey. Do you happen to know whether or not in the case & 
of permanent disability the Veterans’ Administration requires per- 
odic examinations? 

Mr. Scuwarrz. The Veterans’ Administration examines period: 
ically except in those disabilities such as missing limbs, where it is 
fairly obvious that the disability is not going to vary, sir. 

Mr. Ritey. I was under that impression. It is possible for a per. 
son with some physical ailment to recover from it, even thengh ite 
might appear he were permanently disabled at the time he was so FF 
declared ? 

Mr. Scuwartrz. That is right, sir. 

Mr. Gartock. One of the problems with the military personnel 
in retiring is that if you have had 35 years or thereabouts of. military 
service, you are retired on the basis of having a physical disability, 
which makes you no longer able to perform your military duties. You § 
may still be able to perform some civilian duties, but after 35 years § 
in the military service it would be asking quite a lot to expect a mat 
to start all over at the bottom without any reasonable retirement. | 
think that is one of the big factors, Mr. Riley. 

Mr. Ritey. I will agree that they are entitled to consideration fo! 
their long years of service. However, suppose they perform some 
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civilian service for pay, are they still able to draw their full perma- 
nent disability pay ? 
Mr. Gariock. Yes, sir. 


BUDGETARY ASSUMPTIONS AS TO KOREA 


Mr. Wiceieswortu. In your estimates for 1953, which we are now 
considering, what assumptions have you made with respect to the war 
in Korea? 

Mr. Gartock. Mr. Wigglesworth, the entire budget is based for 
budget-planning purposes on the assumption that we will be through 
in Korea on a combat basis on June 30, 1952. That has nothing to 
do with any international commitments or anything else, but for 
budget purposes we had to set a date and we have set it at the end 
of this year. If that proves to be incorrect, adjustments will have 
to be made as they were made this year. 


NONDISABILITY RETIREMENT 


Mr. WiecieswortH. Looking at page 8a of your justifications, re- 
ferring to nondisability retirement, I notice there is a substantial 
increase in percentage with respect to the number of Regular officers, 
and the number of non-Regular officers who, it is estimated, will be- 
come eligible with respect to fiscal 1953. Why should the number of 
retirements for nondisability show this increase / 

Mr. Scuwarrz. There might be several reasons for that, sir. The 
category of Regular officers is Regular personnel receiving pay as 
officers. They include enlisted personnel and warrant officers who 
by virtue of other legislation have been advanced to commissioned 
oflicer grade, sir. The Regular personnel advanced in grade would 
account for part of that. 

Secondly, we had prepared this on the basis that the restrictive 
policies which now govern our retirements would prevail, with the 
exception of the Van Zandt qualification that we had in the previous 
budget limitation, sir. 

Mr. Wiaeiresworrn. I did not understand that last qualification. 

Mr. Scuwartz. In this year’s appropriation act, sir, we had a limi- 
tation that only those regular commissioned officers who retire manda- 
torily for age or for the “best interests of the service would be eligible 
to receive nondisability-retired pay. For fiscal year 1953 that assump- 
tion was not included, sir. 

Mr. Wiceiesworrn. Because the Van Zandt amendment is only 
applicable to 1952 ? 

Mr. Scuwarrz. That is right, sir. 

Mr. Garnock. But with or without the Van Zandt amendment, Mr. 
Wigglesworth, we can assume some increases here because a larger 
military base is becoming eligible for retirement. 

Mr. Wiceteswortn. Yes: ‘but you have a 20-percent increase here 
in the number of non-Regular officers expucted to retire, and you have 
a 6 or 7 percent increase in the number of Regular officers. 

Mr. Scuwarrz. In the case of non-Regular officers, sir, that is a 
little different problem. Those are the people who reach the age of 60 
and are retired by virtue of Public Law 810. That is simply an esti- 


mate of the number of people who are members of the Reserves who 
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are turning age 60 each year, hence eligible for retirement. Our ex- 
perience seems to indicate that this number would approach that 
magnitude. 

Mr. Wicetesworrn. I assume that the estimated number of deaths 
is taken into account also ? 

Mr. Scuwarrz. That is right, sir. 


VAN ZANDT AMENDMENT 


Mr. Wiccteswortu. How many people are estimated to become 
eligible if the Van Zandt amendment is not applicable to 1953? 

Mr. Scuwarrz. I could not speak for all three services; for the 
Army it would run about 150. 

Mr. Gartock. What about the Navy ? 

Commander Guy. Eighty to eighty-five, sir. 

Mr. Gartock. The Air Force? 

Colonel Monteomery. About 160. Regular officer, nondisability, 
all types, including voluntary, involuntary, and statuatory age. 

Mr. WiceLtesworru. Do you mean that the Van Zandt amendment 
would affect about 160 people in the Air Force? 

Colonel Monrcomery. Yes, sir; however, we would still not be too 
liberal. We would still not be too liberal with our over 20 less than 
30-year retirement for the Regular oflicers. 

Mr. Gariock. In other words, you would practically apply the 
terms of the Van Zandt amendment whether it is in the law or not? 

Colonel Montgomery. Definitely, sir. 

(Discussion off the record.) 


TEMPORARY DISABILITY 


Mr. Wiceteswortu. Under “Temporary disability” on page 11a of 
the justifications, there is a 50-percent increase with regard to Regular 
officers, a 33-percent increase for the Regular enlisted personnel, a 75- 
percent increase for non-Regular officers, and-a 60-percent increase 
for the non-Regular enlisted personnel. What is the basis of that? 

Mr. Lortis. It is almost solely attributable to the casualties from 
the Korean operation, which have been going through the process of 
hospitalization and examination now, and will be reaching the retired 
rolls. In fact, they are beginning to come on now at increasing rates, 
and will continue to increase in 1953. 

Mr. WiceteswortH. How good are those estimates ? 

Mr. Lorris. Mr. Schwartz, would you like to explain how the Arm) 
reviewed the assumptions and factors of this disability retirement? I 
believe I have touched on it generally. 

Mr. Scuwarrz. The Surgeon General’s Office of the Department of 
the Army made a detailed study based on the hospital admissions so 
far as disability retirements, both temporary and permanent, are con- 
cerned, particularly those who incurred disability under combat con- 
ditions, and they developed a series of percentage factors based on the 
actual experience which they had at the time. They related disability 
retirements based on battle casualties to hospital admissions. The 
disability retirements resulting from disability other than casualty 
disability were related to the strength we have had in the past. Based 
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Jur ex- 


h that on an average yearly strength for the period preceding the time cov- 


ered they reached these conclusions. 

_ Mr. Wiceixsworrn. Based on the period of operations in Korea? 
deaths ' Mr. Scuwarrz. That would be for those retired for disability in- 
_ curred in combat service. The numbers placed on the list are related 
to strength. In other words, as strength goes up we anticipate larger 
numbers coming on the disability retired lists. Factors were de- 
veloped based on a study of strength related to gains to the retired 
lists, sir. 








ae Mr. Wicciesworrn. You state that 80 percent of your over-all 
he the figure is based on Korea. The other 20 percent is roughly based on 
what ? 
Mr. Lortis. Regular disability retirements not related to Korea and 
nondisability retirements. 
Mr. Wicciesworrn. I have no further questions. 
me Mr. Srxes. Mr. Davis? 
ubility, 
at CONTRIBUTIONS OF MILITARY PERSONNEL TO RETIREMENT PROGRAM 
idment 

‘ Mr. Davis. Am I correct in my understanding that at the present 
be too | time the members of the Armed Forces make no contribution whatso- 
ss than ever to their retirement program / 

Mr. Lorris. That is correct, sir. 
ly the F Mr. Davis. If I recall correctly at the time the Career Compensa- 
not # » tion Act was passed we were assured that studies were then being 
made, and that the Armed Services Committtee of the House was 
planning to take up in the following vear, the question of developing 
a contributory retirement program. Do you have any recollection of 
that ? 

Mr. Gartock. I do not recall the exact arrangements, Mr. Davis. 
lla of [| J do know it had been the subject of considerable discussion within 
egular > the executive branch, and that there are studies going on within the 
la 75-7 > Bureau of the Budget and within the Department of Defense at the 
BCTEASE present time. Neither Mr. Loftis nor I are personally concerned with 
rat? those. 

s from Again, if you can hold that type of question for Mrs. Rosenberg I 
cess of think you can get a better answer on the policy aspect of this problem. 
retired Mr. Davis. Yours is entirely a statistical function, then? 


5 rates, Mr. Garvock. In this particular appropriation; yes, sir. 





RETIREMENT FUNCTIONS OF THE OFFICE OF SECRETARY OF DEFENSE 


»Army Ff 

ant? I Be Mr. Davis. In connection therewith are you ever consulted as to 
} suggestions which you might have by which money might be saved, 

nent of f | when you find out that your figures are running high? 

ions so | - Mr. Gartock. Mr. Davis, on this particular appropriation it was 
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recon- f | consolidated, I believe, by this committee 3 years ago. That was to 


at con- f) put it in one place, rather than three separate appropriations all sub- 
onthe f) ject to all these variations. The total amount of the appropriation 
ability [> can be held down by consolidating it into a single lump sum and let- 
. The | _ ting these variables offset one another among the services. Mr. Loftis’ 
isualty [> office has not provided anything except a fiscal service. The depart- 


Based | ments write the checks. They simply cite this appropriation. Mrs. 
Rosenberg’s staff sets the policy. 
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Mr. Davis. Then you would not have any knowledge by virtue of 
your duties as to the differentiation which is made there on page 2 of 
the justifications, which shows, under “B” and “d” that if they have 
over 20 years of service, any part of which is in World War I, they 
seem to be put in a special classification. 

Mr. GarLock. Yes, sir; we know about that. That is part of the 
law provided by the Congress. If they have 20 years of service with 
World War I service included retirement is mandatory upon applica 
tion. 


Mr. Davis. I had better ask Mrs. Rosenberg about that, too; should 
I not? 


. Mr. Gartock. I am afraid there is not much she can do about that 
one. 

Mr. Srxes. I think the committee is going to insist in the future, 
when these matters are discussed, Mr. Garlock, that some witnesses be 
brought along who can answer any questions of this kind which are 
brought up. When we have a situation such as this, where questions 
are asked and then must be deferred, it presents an awkward picture, 
at least in the continuity of the record, and it prevents the members of 
the committee from developing a subject as they might like to develop 
it. 

I would like to have the attention of the Department specifically 
called to the fact that there are other witnesses available than those 
appearing before us for this acy ge 

n the future I hope you will arrange to have witnesses all at one 
time who can take care of questions of that kind. 

Mr. Gartock. All right, sir. 

Mr. Sixes. Go ahead, Mr. Davis. 


DISABILITY RETIREMENT 


Mr. Davis. I have just one more matter of clarification. I believe 
you testified that with respect to service-connected compensation from 
the Veterans’ Administration a minimum of 10 percent disability must 
be shown. 

Mr. Scnwartz. For pay purposes. 

Mr. Davis. For pay purposes. You also said that the amount for 
the beneficiary then varies in accordance with the percentage of the 
disability. 

Mr. Scuwarrz. That is right, sir. 

Mr. Davis. Is that pattern followed at all in the armed services re- 
tirement program / 

Mr. Scuwartz. The armed services retirement program follows a 
similar pattern to a certain extent, sir. In other words, under certain 
circumstances a potential annuitant has the right to select retirement 
pay based upon his basic pay multiplied by the percentage of disabil- 
ity, or his basic pay multiplied by a factor, based on length of service. 
Generally it is the same thing; the percentage of disability related to 
the man’s basic pay, which determined how much moncy he gets, sir. 

Mr. Davis. But in the case of the armed services retirement he must 
show a minimum of 30 percent? 

Mr. Scuwartz. Thirty-percent disability to get retirement pay if he 
has not completed 20 years of service. That is right, sir. 
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Mr. Davis. But you do have the percentage system of disability 
which determines the amount of retirement that he receives? 

Mr. Scuwartz. Yes, sir. 

Mr. Davis. That is all, Mr. Chairman. 


UNEXPENDED FUNDS 


Mr. Wieeieswortn. I assume that the $14 million which it is con- 
templated will not be spent in 1952 will revert to the Treasury at the 
end of the fiscal year and will not be used for other purposes ? 

Mr. Lorris. That is correct, sir. 

Mr. Srxes. Thank you very much, gentlemen. 


Turspay, January 29, 1952. 


CLAIMS 
WITNESSES 


J. ROBERT LOFTIS, ASSISTANT FOR ADMINISTRATION 

JOHN A. WYLIE, DIRECTOR, BUDGET AND FINANCE DIVISION 

LYLE S. GARLOCK, DEPUTY COMPTROLLER FOR BUDGET 

COL. GEORGE CECHMANEK, CHIEF, CLAIMS DIVISION, JAGD, AIR 
FORCE 


Amounts available for obligation 


1951 actual | 1952 estimate | 1953 estimate 


Appropriation or estimate : $5, 000, 000 $5, 000, 000 $6, 000, 000 
Unobligated balance, estimated savings (available for admin- ' 
istrative appropriation in subsequent years) - -- — 869, 438 


Obligations incurred za 4, 130, 562 5, 000, 000 6, 000, 000 


Obligations by activities 


ao re is 
1951 actual | 1952estimate | 1953 estimate 


1. Personal claims. .....---- sol RAR Se $2, 223, 47 $2, 489, 000 | $2, 975, 000 
2. Tort claims ate pies Wee a 4 , 676 2, 265, 000 2, 735, 000 
3. Admiralty claims. ‘ wee er oe ¢ 240, 000 | 725, 000 
4. Other miscellaneous claims oe ; 2,6 15, UOO 15, 000 


Obligations incurred _ - bintutted = : 4,130, 562 5, 000, 000 6, 000, 000 


Obligations by objects 


i3 Refunds, awards, and indemnities: 
LL rn Ea a nee Luke) ..--. $4, 130, 562 
1952__- aie CET Mae ; 5, 000, 000 
ie ad SAM RaY Ae 5, 000, 000 


Mr. Sixes. Mr. Loftis, I believe you are to make the presentation 
with respect to “Claims, Department of Defense.” 

Mr. Lorris. I have a short statement, Mr. Chairman, on the appro- 
priation for claims for the Department of Defense. 

Mr. Sixes. Very well, you may proceed. 
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Mr. Lorris. This appropriation is similar in some respects to the 
retired pay appropriation, in that the requirements of the military 
departments have been consolidated into a lump-sum estimate, and 


we are the fiscal agents for keeping track of the funds and for present- 
ing the total requirements. 


GENERAL STATEMENT 


Mr. Chairman and members of the committee, the appropriation 
“Claims, Department of Defense” provides for the payment of all 
noncontractual claims against the Department of Defense as author- 
ized by law. It includes claims falling under the general categories 
of military and civilian personnel claims, marine casualty and ad- 
miralty claims, Federal tort claims, claims arising out of noncombat 
activities, compromise settlements, foreign claims, and so forth. 

Last fiscal year settlements of all types of claims amounted to 
$4,130,562. When we appeared before this committee last year, men- 
tion was made of the prior experience of the military departments 
that claims of all types increase during any period of expansion of 
the armed services, but in view of the long period of adjudication 
before such claims are settled, we did not anticipate an increase in 
the requirement for —— of claims resulting from the current 
build-up much before the fiscal year 1953. Experience to date this 
year indicates there will be a larger number of claims settled this 
year and this trend is expected to continue through 1953. 

In addition, provision is made in this estimate for the payment of 
claims by the Departments of the Army and the Air Force for dam- 
uges caused by vessels in the service of these Departments, including 
towage and salvage costs, as authorized by the Congress last year 
under Public Law 186, Eighty-second Congress. 

With these considerations in mind, it is estimated that approxi- 
mately $6 million will be required for the payment of claims in the 
fiscal year 1953 as compared with $5 million this fiscal year. The 
increase of $1 million will provide for the anticipated increases in 
personnel claims and tort claims, together with the new requirement 
of the Army and the Air Force for admiralty claims. No provision 
is made in these estimates for possible claims arising from major 
disaster or those that may arise under the Foreign Claims Act should 
the occupation of Germany or Japan formally terminate. 

The estimate of $6 million is based on an estimated need of $3,251,- 
000 for the Department of the Army, $1,255,000 for the Department 
of the Navy and $1,494,000 for the Department of the Air Force. 
Representatives of those Departments are available to discuss their 
needs in more detail if you so desire. 

Mr. Srxes. Does the figure of $6 million you have requested include 
personnel, or claims only ? 

Mr. Lorris. Claims only, sir. 

Mr. Srxes. It is purely an estimate; based on past experience, of 
course, but nevertheless an estimate? 

Mr. Lortis. Yes, sir. 
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OBLIGATIONS 


Mr. SrKes. The actual obligations for 1951, I believe you state, are 
$4,130,562 ? 

Mr. Lortis. Yes, sir. 

Mr. Sixes. That is the last fiscal year for which you have a posi- 
tive figure ? 

Mr. Lorris. We have a report here of estimated obligations through 
the 31st of December for this year, amounting to $2,099,180. 

Mr. Srxes. Does that indicate that your figure of $5 million esti- 
mated for fiscal 1952 is high ? 

Mr. Lorris. It may be slightly high, but we think that these claims 
will continue to increase. The trend has been upward. 

Mr, Sixes. On that basis alone you estimate an additional million 
dollars for 1953. If the committee were to hold you to a lower level 
the committee would be taking a deliberate chance that it might be 
necessary for you to come back for more money / 

Mr. Lortis. Yes, sir. 

Mr. Sixes. That is about all there is to this appropriation. 

Mr. Lortis. Yes, sir. 

Mr. Gartock. The same is true of the previous appropriation, sir. 

Mr. Sixes. It is something which neither you nor the committee has 
much control over? 

Mr. Gartock. Right, sir. 

Mr. Sixes. Mr. Riley? 


Cuaims From TrANsporration Loss or Hotsrtnoitp Errects 


Mr. Ritey. Can you tell me what most of the personnel claims arise 
from ¢ 

Mr. Lortis. Mr. Riley, Colonel Cechmanek, representing the Air 
Force, is more of an expert on the types of claims involved. I will 
ask him to respond to that question, if he will. 

Colonel CecuManek. May I have the question again, sir / 

Mr. Ritry. Can you tell me from what cause most of these personnel 
claims arise? 

Colonel CecHMANEK. Mostly due to the transportation loss of house- 
hold effects of dependents, when moved from one locality to another 
on a permanent change of station. It is loss of personal effects. 

Mr. Rirey. Is there any way to minimize this loss? The estimate 
is $3 million or more. 

Colonel CecuMaNnek. That is the consolidated three-service figure, 
sir. The Air Force estimate totals only $640,000. I might add, 
however, that these types of claims are picking up fast. In the last 
60. days we have noticed a marked increase because of the increased 
activities. 

Mr. Ritey. But we have in other appropriations a considerable 
amount required for packing and shipping for the various services. 
I am just wondering why we should have such a tremendous amount 
of claims if we pay so much to prevent that. 

Colonel CecoMaANneEK. I can probably answer that, sir, this way: 
Rail carriers and motor other than van cariers are liable only to 
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10 cents a pound for any loss, that being the first-class released valiic 
allowance on shipments under Government bills of lading. We do 
not get the full insurance coverage from the carriers, as experience 
has shown that it is more economical to ship at the minimum released 
value rate and in effect carry our own insurance. 

Mr. Rizey. You can only recover 10 percent of the value? 

Colonel Cecumanek. Not 10 percent; 10 cents a pound. 

Mr. Ritey. Ten cents a pound? 

Colonel CecuManexK. And 30 cents a pound on motor-van-carricr 
shipments, this also being the allowable first class released value on 
motor-van-carrier shipments. 

Mr. Rirxy. About how much lower rate than civilians do you get’ 

Colonel Cecumanek. Sir, I do not know what the rate is. 

Mr. Rmxy. Mr. Chairman, I wonder if we might have for the 
record the percentage of the rate which the military or the defense 
forces get in relation to the ordinary shipper ? 

Mr. Srxes. Are you prepared to provide that now, Mr. Garlock, or 
would you like to submit it for the record ? 

Mr. Gartock. We will supply a statement for the record. 

(The information requested is as follows :) 

The liability of both rail and motor carriers is dependent on the released value 
of the shipment. The military departments ship all household goods, when at 
Government expense, at the standard allowable first-class rate and which carries 
the 10 and 30 cent per pound liability. The ordinary shipper may release lis 
shipment for any value he wishes—however, the higher the declaration of re- 
leased value the higher the shipment rate. There is no difference in the basic 
rates of shipments for civilian or military personnel. On mass movements of 
household effects special negotiated rates are obtained from the carrier. 

Mr. Ritey. It would seem to me that that is a pretty low amount of 
damage to be allowed by the railroads. 

Colonel Cecumanexk. The balance of the estimate covering personal 
claims is composed of anticipated damages for which the Government 
is liable, emanating from losses caused by fires, disasters in barracks, 
or aircraft disasters, water shipments, marine casualties and repay- 
ment of erroneous collections. For example, the Fairfield-Suisun dis- 
aster, where an aircraft crashed into a trailer camp. 


Tort CLAIMS 


Mr. Ruy. Your next big item is “Tort claims.” Could you give us 
some examples of the major tort claims you are called on to pay? 
Colonel Ceciimanek. Since the Empire State crash I do not believe 
we have had a big accident. We have had one in Seattle, that B—5\) 
crash into the apartment. We estimate on that the total liability 
there will not be more than $270,000. However, the liability has not 
been established. Whether it will be the Government or the contractor 
is unknown. . 
Mr. Rixey. Is there a possibility there that all of this appropria- 
tion will not be necessary ? 
Colonel Cecumanexk. No, we have not taken it into consideration, 
sir. We do not take large disasters into consideration as our liability 
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under the Federal Tort Claims Act is limited to $1,000: for any one 
claim. 

Mr. Riney. They are not estimated here? 

Colonel CecHMANEK. No, sir. We do not estimate major disasters 
such as the Texas City disaster. Suits defended to judgment are 

excluded from payment under this appropriation. However, settle- 
ments of suits prior to judgment are included in this estimate. 

Mr. Garvock. The extent to which we have considered tort claims 
is in relation to the expanding military operations in this country 
and the increasing number of flying hours, which on the basis of past 
experience will lead to more accidents and the resulting increased 
number of claims to settle. 

Colonel CecHMENEK. We have taken past experience plus the in- 
creased operations into consideration, and based on the percentage of 
past settllement costs, have arrived at this estimate. 

Mr. Ritey. Would it be proper to say that most of these tort claims 
arise out of airplane accidents? 

Colonel CecHMANEK. No. 

Mr. Ritey. Truck accidents? 

Colonel CecuManexk. Truck and airplane; yes, sir. 

Mr. River. Those are the two major items‘ 

Colonel CecHMANEK. Yes, sir. 

Mr. Riney. Is there any way to minimize these accidents ? 

Mr. Gartock. I can speak for the Department, and I assure you 
that the Air Force, the Army, and the Navy are doing everything they 
can to insure the safety of their own personnel. If they are safe, other 
people and their property are also safe. 

The same is true with regard to the truck movements. The Army 
has probably the largest part of that, and runs a safety program all 
the time. Outside of the fact that we have to pay clarms, we do not 
want people hurt. We are doing what we can to keep that down, for 
reasons other than the size of this appropriation. 

Mr. Ritey. You do have, you think, a good safety program for your 
truck drivers? 

Mr. Gartock. From what I know of it, I think it is good. When 
you consider the number and amount of automotive equipment and 
aircraft we operate plus the passenger miles we furnish, the accident 
record of the Department of Defense is excellent. 

We also have the problem of maneuvers. That is not just the ordi- 
nary highway traffic. You start moving a number of people such as 
we have to do on these big maneuvers, and there are added dangers. 
When you start moving by aircraft on these big maneuvers there are 
added dangers. It is not the same kind of safety record that Amer- 
ican Airlines or a big trucking company could hope to achieve; but 
because of our interest in saving our own personnel I am sure that the 
services are doing all they can to achieve a safety record which has 
not only the effect of holding down the amount of money we have to 
pay in claims but in the saving of lives, equipment and lost time. 

My. Ritey. I know that the Air Force trains its pilots well. T am 
wondering whether the Army puts its truck drivers through as thor- 
ough a course of training before they turn them loose with trucks. 
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Mr. Gartock. They do. I know the military drivers we have at the 
motor pool at the Pentagon have had substantially more training than 
the civilian drivers we hire. 

Mr. Ritey. Thank you, sir. That is all. 

Mr. Srxes. Mr. Davis? 


INVESTIGATION OF CLAIMS 


Mr. Davis. What kind of showing do you require in the case of 
claims by personnel for loss of personal effects and furniture and 
things of that kind? 

Colonel CecuMaNEK. We have a complete investigation by the 
claims officer of each and every claim. It must be substantiated by 
competent evidence. 

Mr. Davis. What do you mean by “substantiated” ? 

Colonel Cecumanek. A claims officer investigates the claim to the 
fullest possible extent. It has to be documented and proven that the 
claimant owned the type and quality of property for which claim 
is made, that it was lost, and that it was the fault of the Government 
or carrier. 

Mr. Davis. I ask that in view of the story here not too many months 
ago that there had been cases in Japan where they have had the 
cheapest kind of bamboo furniture in their homes and have made 
claims for furniture lost on the basis of what we in America would 
consider reasonable furniture for an American home, which has 
amounted actually in cash to several times what the bamboo furniture 
was worth. 

Have any such cases come to your attention ? 

Colonel CecHMANneEK. No, sir. Such a claim would immediately 
be thrown out. Prior to any shipment or storage of the household 
effects of military personnel a complete inventory is made of the 
goods showing type and condition of each item. Any subsequent 
claim can therefore be checked against the inventory. 

Mr. Davis. Generally speaking, if an officer over his signature 
certifies that certain items of furniture or any such personal effects 
have been lost, and certifies as to the cost. thereof, is that ordinarily 
accepted ? 

Colonel CecuManek. No. We investigate it thoroughly regardless 
of the rank or grade of the claimant. We do not pay the full cost of 
the furniture. We take what he paid for it, the number of months 
it had been in use, and depreciate it accordingly. 

Mr. SrKes. Is that the cost figure or the replacement figure ? 

Colonel Cecumanek. Neither, sir. It is the original cost less a 
standard depreciation. However, the Navy employs an “adjusted 
dollar cost value” less depreciation. 

Mr. Davis. Thank you. 

Mr. Sixes. Thank you, gentlemen. 
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TueEspay, JANUARY 29, 1952. 


EMERGENCY FUND 
WITNESSES 


LYLE S. GARLOCK, DEPUTY COMPTROLLER FOR BUDGET 
J. ROBERT LOFTIS, ASSISTANT FOR ADMINISTRATION 
JOHN A. WYLIE, DIRECTOR, BUDGET AND FINANCE DIVISION 


Amounts available for obligation 





] j 
| 1951 actual 1952 estimate | 1953 estimate 





Appropriation or estimate | $240, 000,000 | $90, 000, 000 $60, 000, 000 
Transferred to— | 
Department of the Air Force: 
“Research and development, Air Force”’ — 50, 413, 000 —6, 304, 470 | 
* Aircraft and related procurement, Air Force’’ ..| —13, 100, 000 : 
Department of the Army: 
“Ordnance service and supplies, Army” — 43, 981, 433 
“Signal service of the Army’’_________- q —22, 876, 912 |----- 
“Engineer service, Army’’.._- —f, 846, 000 
“Chemical service, Army” - —10, 110, 858 |.-.- 
“Quartermtaster service, Army” : —2, 369,875 |. 
‘Medical and hospital department, Army”’ —1, 979, 746 | 
“Transportation service, Army’’___- nn ark | —1,037, 750 
“Contingencies of the Army’’___- se 000 
“Research and development, Army’’___- 
Department of the Navy: 
“ Aircraft and facilities, Navy’’-__- 
“Ordnance and facilities, Navy’’_- 
“Ships and facilities, Navy’’--_-_- 
‘Medical care, Navy” a r 
“Service-wide supply and finance, Navy’’-------.---- 
“Civil engineering, Navy’’.. _..--.------- 
“Navy personnel, general expenses’’ _ - 
“Marine Corps troops and facilities” __- : ew 
**Research”’....... Senn tee ire 5, 655, 000 —300, 000 
Adjusted appropriation or estimate 17, 000 80, 383, 530 | 
Unobligated balance, estimated savings (available for ad- | 
ministrative appropriation in subsequent year) — 167, 000 


Obligations incurred (reserve for future transfers) _..-._.|..------ eared 80, 383, 530 60, 000, 000 








Mr. Sixes. The next item for consideration is the “Emergency fund 
for the Department of Defense.” Are you to make the presentation 
on this, Mr. Garlock ? 


GENERAL STATEMENT 


Mr. Gartock. Mr. Chairman, this is a fund established a couple of 
vears ago to provide the Department of Defense with money to use 
in new research areas or areas in which the sudden break-through of 
information made it worth while to push the project faster than had 
been provided for in the regular budget. 

We have had these funds 2 years now and have found it very 
helpful. 

Mr. Sixes. Are you prepared to give examples to the committee? 

Mr. Garwock. Yes, sir. 
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Mr. Sixes. Is'this to be onor off the record ? 

Mr. Gartock. Both. 

Mr. Sixes. Proceed, please. 

Mr. Gartock. During the current year the Secretary, on the basis 
of the recommendations of the Research and Development Board, 
has approved $13 million of the $90 million that has been provided. 
The Research and Development Board has had requests for $35 
million. Most of the difference represents projects which have been 
turned down. 

These projects are brought to the attention of the Research and 
Development Board by the military departments. They are screened 
very carefully. They must not only be legitimate projects, but they 
must make a showing that it is worth while to start a project, or to 
speed it up right away. 

(Discussion off the record.) 


REVIEW OF PROJECTS PROPOSED 


Mr. Sixes. Who decides whether it is a really good project which 
cleserves inclusion ? . 

Mr. Gartock. It goes through the same review in the departments 
as their regular program. It comes up to the Research and Develop- 
ment Board, where it probably gets a substantially better review than 
the total list of projects, because there is not the same pressure as 
when they are maae the annual review. 

The next step is to present the project to Mr. McNeil and Mr. Lovett. 
For example, a request for funds to speed up a human resources proj- 
ect is still pending, not having cleared those two last hurdles. 


BUDGET FOR 1952 


Mr. Sixes. I note that we gave you $90 million for the fiscal year 
1952, but you have used only $60 million of that, or that you plan to 
use $80 million of it. Will you explain the difference and tell what 
will become of the other $10 million ? 

Mr. Gartock. The $90 million was an estimate of the amount that 
might be required for these projects as they would come along. We 
will make no effort to find $90 million worth of projects, and only 
projects that are worth while will be approved. Whether we spend 
$80 million or $70 million will depend upon how many good projects 
are presented for consideration and the balance of the funds will 
revert to the Treasury. 

Mr. Sixes. What did you say will happen to the remaining funds? 
; Mr. Gartock. They will revert to the Treasury. They are 1-year 

unds, 

Mr. Sixes. You are asking us for what you think you will probably 
need for emergency matters, but you are not going to make an effort 
to spend that much just because you have it; is that the picture? 

Mr. Gariockx. That is correct, sir. 


BUDGET FOR 1953 
Mr. Stxes. Do you think the $60 million you are asking for this 


year is a safe estimate, or more than you will actually require ? 
Mr. Gartock. I would not know. 
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Mr. Sixes. How did you reduce your estimate from an estimated 
$80 million to be spent this year to $60 million for next year? 

Mr. GaRLock. We did that on the basis that we do not seem to be 
getting as many projects that have to be speeded up as we had in the 
last year and a half. With a somewhat expanded research program 
more of those apparently are being taken care of in the regular pro- 
gram. 
~ Mr. Srees. Are there personnel requirements in connection with 
this, or is personnel paid for out of other funds? 

Mr. Gartock. This is largely contract work. Some military person- 
nel will be used on certain of these projects. 

(Discussion off the record.) 


NEED FOR ALL OF FUNDS REQUESTED FOR 1952 


Mr. Ritxy. How much did I understand you to say you have spent 
already in this fiscal year? 

Mr. Garwock. $12,966,470. 

Mr. Ritzy. How much more will it take for the last 6 months? 

Mr. Gartock. The estimate is $80 million. 1 really do not know 
because we make no effort to spend the $90 million. Every project 
has to be weighed on its own merits, and whether we have adequate 
funds in here. The project does not get put through just because 
we have money in this appropriation. It has to qualify as an emer- 
gency project. 

Mr. Ritxy. Do you have some projects in mind that might use up 
the $80 million, or is that just an estimate ? 

Mr. Garvock. I can assure you there are projects enough submitted 
to the Research and Development Board so that the full $90 million 
could be used. We have to estimate how many will get through the 
screening process of the Research and Development Board and the 
Comptroller and the Secretary. 

Mr. Furcoito. What is your past record on such emergency funds? 
Is there any past record, and does it show that you have usually used 
everything, or returned the money ? 

Mr. Gartock. Last year this particular fund was all used. What 
we did was to take the funds available on April 1, 1951, and apply 
them to the 1953 program that was 2 months away, which made a 
proportionate reduction in the 1953 request. We do not plan to vary 
from the policy of making the individual project stand the emer- 
gency test if it is to be financed from this appropriation. 

Mr. Furcoro. If we should be asked on the floor what has been 
the experience in this situation, do you usually turn the money back, 
or is it a situation where you use every single penny? It would be 
very helpful perhaps to your position if we were able to say that 
you have never used it all. 

Mr. Gartock. Unfortunately, that does not happen to be the record. 
We have used it all. : 

We have other appropriations under the Office of the Secretary of 
Defense where balances were turned back last June. 

93946—52—pt. 1——25 
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USE OF LUMP-SUM APPROPRIATION 


Mr. Davis. I cannot refrain from asking this question: While it 
may be a matter of great convenience to the Department of Defense 
to be able to use these funds as contemplated in this request, 1 wonder 
what justification this subcommittee can have for approving expendi- 
tures of this size without exercising the constitutional functions of the 
Appropriations Committee of knowing what the money is to be spent 
for. 

Mr. Gartock. Mr. Davis, our problem in this area is that we have 
a very substantial program under way. We have found it impossible 
to forecast 18 or 20 months in advance the type of projects that will 
come up, projects that will be in the best interest of the military pro- 
gram to proceed with immediately. With this amount of money, 
which is substantial, but only a small part of the total effort going 
into research, we are able to capitalize on either a sudden break- 
through, or we can start work on a troublesome area that comes up 
und needs immediate attention. 

As to the review by this committee of the details, we are always 
ready to keep the committee currently informed, which is about the 
best that appears possible under the conditions. 

Our experience in the past, going back to when the Department of 
Defense was first organized, when Dr. Bush was the Chairman of the 
Research and Development Board, was that we found it extremely 
difficult to push the currently high-priority projects because of a lack 
of flexibility within a relatively small percentage of the total funds. 

Mr. Davis. Within the Defense Establishment, ordinarily would 
you not in the Office of the Secretary of Defense, rather than simply 
handing out a certain amount of money to each of the three Depart- 
ments, say, “Well, you come in and consult with us about that first; we 
will keep the strings on it here. You come in and consult with us 
about it before you use that money.” Is that what you do? 

Mr. Gartock. With respect to research and development, Mr. 
Davis, before the departments start the year they come in with a 
list by projects, research projects, not budget projects, for which they 
plan to obligate all money made available for research and develop- 
ment. At that time they plan their whole year’s program. The 
provision requiring such a procedure was included in the Appropria- 
tion Act 3 years ago. Once we have planned such a program you 
have to start letting contracts. Once you have started placing con- 
tracts going back and recapturing any considerable amount of funds 
needed later in the year is extremely difficult. It is not merely 
inconvenient; it is very difficult and interferes with the develop- 
ment of a sound program. For example, if you are halfway through 
negotiations on a project with the University of Minnesota or the 
University of Wisconsin, and somebody withdraws $50,000 from the 
amount available, the result is likely to be delays in the completion of 
the negotiation and the starting of the project. 

Mr. Srxes. Thank you, gentlemen. 
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Tuespay, JANUARY 29, 1952. 
CONTINGENCIES 


WITNESS 


LYLE 8S. GARLOCK, DEPUTY COMPTROLLER OF THE BUDGET, DE- 
PARTMENT OF DEFENSE 


Amounts available for obligation 





| 1951 actual | 1952 estimate | 1953 estimate 





| | } 
Appropriation or estimate | $85, 000, 000 $75, 000,000 | $40,000, 000 
Unobligated balance, estimated savings (available for admin- | | | 

istrative reappropriation in subsequent year) —20, 241, 664 | 


Obligations incurred -- 64, 758,336 | 75,000, 000 | 40, 000, 000 





Obligations by activities 
Emergency and extraordinary expenses: 
$64, 758, 336 
75, 000, 000 
40, 000, 000 


Obligations by objects 


All objects (vouchered and unvouchered): 
SRLS Gecadce vee uwsee atts os Ga aie AREp are eg Rt. ep $64, 758, 336 
5 75, 000, 000 
40, 000, 000 


Mr. Sixes. We are now ready to take up tab 5, contingencies, where 
you are requesting $40,000,000. 

Mr. Garvock. This will all be off the record. 

(Discussion off the record.) 

Mr. Sixes. We thank you for your appearance and the informa- 
tion that you have given the committee. 

You have been very helpful to the committee, as you always are. 


Wepnespay, Fresruary 13, 1952. 
NATIONAL SECURITY TRAINING COMMISSION 
WITNESSES 


JAMES W. WADSWORTH, CHAIRMAN 

ADMIRAL THOMAS C. KINCAID, COMMISSIONER 
HARRY H. SEMMES, EXECUTIVE DIRECTOR 

EDGAR G. SHELTON, JR., DEPUTY EXECUTIVE DIRECTOR 
W. H. GAMMON, ADMINISTRATIVE OFFICER 


Mr. Manon. Mr. Wadsworth, we are happy to have you and mem- 
bers of your group before us this afternoon, 

Will you please identify the group ? 

(The group was identified.) 

Mr. Manon. You may proceed to give us a statement of your re- 
quirements. 
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GENERAL STATEMENT 


Mr. Wapsworru. I am not sure that you want me to read all of this. 
I assume that it is before you. It is a document in which is contained 
our budget estimates for submission to the Congress, 

The total we are requesting is $111,000 to cover all of the expenses 
of the National Security Training Commission, if that Commission 
is to proceed along with its functions as now performed. 

I think that I ought to say in the event the Congress by appropriate 
action in conjunction with the President implements the UMT law 
some time during the fiscal year 1953, we of course would be compelled 
to come back here and ask for a supplemental appropriation. 

Our estimates here are based entirely upon the assumption the 
Commission will be going along much as it is today for the fiscal 
year 1955. 

It was impracticable for us to submit estimates to cover situations 
which we could not estimate in advance, and neither would the Direc- 
tor of the Budget cooperate with any such effort on our part. 

This figure of $111,000 is $74,000 below the 1952 appropriation, 
which is a decrease of 40 percent. 

Mr. Manion. What, generally, are these funds required for? I be- 
lieve that is shown in your breakdown. 

Mr. Wanpswortu. It is all shown in the breakdown. 

Mr. Manon. Have you, Mr. Wadsworth, personally made a study 
of your budget request, and are you personally convinced as a tax- 
payer and as Chairman of this Commission, that these funds should 
be appropriated in the public interest ? 

Mr. Wapswortt. I do, sir, and our Commission is unanimous on 
that subject. 

I do not know what details you want us to go into. It is made quite 
simple on these sheets before you. You will note, for example, that 
during the fiscal year 1952—and we are only about 7 months through 
that year—our average employment, total number of permanent posi- 
tions, was 14. We propose that that be reduced to 9 during the fiscal 
year 1953. Perhaps I can explain that. 

We took office on July 2, 1952, and held hearings and consultations 
for 214 months. Along about September we had to go to work in 
preparing our report and drafting proposed legislation and making 
arrangements with the Government Printing Office. That job com- 
pelled us to add four or five people to our typist-stenographer group. 
A lot of typing had to be done. That work was continued until our 
report was sent to the Congress on October 29. Then, conscious of 
the fact that Congress would reconvene in the first week of January 
1952, and that we would have to appear before the Armed Services 
Committees of the two Houses, respectively, it was up to us to prepare 
memoranda on every conceivable aspect of the problem known as Uni- 
versal Military Training; to be able to present information on every 
angle of it, with the result that our stenographic and typist staff had 
a big job to do in typing all this matter—thousands oF pages—an«| 
that was finished in time to enable our Commission to go before the 
Armed Services Committee of the House, and later to the Senate. 
and it put us in a position, as we believed, to answer pretty nearly 
all the questions asked us. 
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That job has been finished. We are now back to what might be 
termed normal, so we are eliminating from our typist-stenographic 
group five or six people. 

Mr. Manon. Any questions? 

Mr. Taser. You are going to put this table in the record, or some- 
thing of that character? 

Mr. Manon. I think we should put the entire justifications into 
the record. 

(The justifications referred to are as follows :) 


SALARIES AND EXPENSES, NATIONAL Security TRAINING COMMISSION, JUSTIFICA- 
TION, BUDGET ESTIMATES, FISCAL YEAR 1953 


The President’s Budget for 1953 includes $111,000 for the National Security 
Training Commission. This figure is $74,000 below the 1952 appropriation, which 
is a decrease of 40 percent. 


STATUTORY BACKGROUND 


The National Security Training Commission was established by the Universal 
Military Training and Service Act, as amended, June 19, 1951 (Public Law 51, 
82d Cong.). The five Commissioners were confirmed by the Senate on June 29, 
1951. They are: James W. Wadsworth, Chairman; William L. Clayton; Karl 
T. Compton; Admiral Thomas C. Kinkaid, USN; Lt. Gen. Raymond S. McLain, 


* 
PROGRAM 


As required by the Universal Military Training and Service Act, the first 
task of the Commission was to formulate a comprehensive program of legislative 
recommendations which were submitted to the Congress October 29, 1951. 

Hearings on the Commission’s legislative recommendations (as contained in 
H. R. 5904, 82d Cong.) began on January 15, 1952, before the Armed Services 
Committee of the House of Representatives. Each of the five Commissioners in 
turn appeared before the Armed Services Committee to explain an assigned 
portion of the program recommended by the Commission in its First Report to 
the Congress, entitled, “Universal Military Training: Foundation of Enduring 
National Strength.” 

During the remainder of this fiscal year (1952) the Commissioners and the staff 
will continue to provide information and assistance to the Armed Services Com- 
mittees in their deliberations upon legislation to give effect to the Comiission’s 
recommendations. 

This estimate provides for the continuation of a small staff to assist the 
Commissioners in the completion of several necessary studies and of plans for 
the Universal Military Training program until such time as the President or 
the Congress directs the initiation of the training program. 

At such time as the training program is begun with the induction of the first 
trainees into the National Security Training Corps, the Commission will need 
to increase its staff above the number provided in this estimate in order to per- 
form its statutory duty to “exercise general supervision over the training of 
the National Security Training Corps.” 

When trainees are inducted into the National Security Training Corps, this 
Commission will need to recruit a staff of civilian inspectors who will, as agents 
of the Commission, make thorough inspections of all camps, stations, and vessels 
where members of the National Security Training Corps are being trained. 

No funds for inspectors are included in this estimate, because the date when 
such funds will be required is not now determinable. 

Consequently, a supplemental 1953 budget estimate will be submitted for the 
consideration of the Congress, if it becomes possible to begin the training pro- 
gram before June 30, 1953. 


EXPLANATION OF CHANGES IN APPROPRIATION LANGUAGE 


Deletions: “established by the Universal Military Training and Service Act, 
approved June 19, 1951.” 

In the interest of brevity in the appropriation language, it is requested that 
the foregoing be deleted. 
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Additions: “and contracts with temporary or part-time employees may be “ 
renewed annually ; a 
This authority is requested to enable the Commission to renew contracts with stu : 
temporary or part-time employees annually, should this prove necessary in ry 
furthering the work of the Commission. ant 
Deletions: “Provided, That the appropriation ‘Emergency Fund for the aise 
President, National Defense’ shall be reimbursed from this appropriation for B. J 
allocations made therefrom for expenses of said Commission.” , 
Prior to the enactment of Public Law 253, Eighty-second Congress first ses- a 
sion, in which is included the fiscal year 1952 appropriation for the National requ 
Security Training Commission, expenses of the Commission were paid out of vom 
funds allocated from the appropriation, Emergency Fund for the President, ret 
National Defense. The fund has been reimbursed for all such expenses. In poe 
view of the fact that this situation will not.recur in the fiscal year 1953 it is witi 
requested that this authority be deleted from the appropriation language. = 
oe 
Summary of requirements cos' 
PR Sine ae Me kek Rae rae: : en 
| 1951, actual |1952, estimate! 1953, estimate; Difference , 
| | 
a 7 i. 
Total number of permanent positions FED, MOR LR ET | 14 | por 
Full-time equivalent of all other positions.__.__|___._________- 4 | spe 
Average number of all employees_._._.....-.-..|.....-...-...-| 10 | § 
A.01L PERSONAL SERVICES | Col 
Th 
Permanent positions = ee Sei agea ebose $62,000 | col 
Part-time and temporary positions. .._.-.......|_..-_-.._____- 28, 000 
Regular pay in excess of 52-week base. - - | 600 un 
Payment above basic rates = AS See 2, 400 | 
Payment to other agencies for reimbursable } eal 
details : : 30, 000 | —14, 039 A 
wr | | ‘ Di 
Total personal services... __- 5 iind bile coda a | 123, 000 | —40. 800 pr 
= es 
B. MISCELLANEOUS OTHER OBJECTS | 
an 
02 Travel Re ee ae ee * } 7, 900 | 7, 500 —400 ur 
03 Transportation of things ape ----| 300 150 —150 ar 
04 Communication services : 3, 000 1, 450 | —1, 550 
05 Rents and utility services 12, 500 | 11,000 | —1, 500 = 
06 Printing and reproduction | 11, 000 5, 000 | —6, 000 
7 Other contractual services _. ‘ 3, 000 | 1, 800 | —1, 200 oY 
Services performed by other agencies 6, 000 | 600 | —5, 400 si 
08 Supplies and materials ah Lee 3.000 | 500 | —2, 500 ul 
09 Equipment ‘ ay 15, 000 | 500 | —14, 500 in 
15 Taxes and assessments ork, 300 | | REEES, ae ol 
Total miscellaneous other objects | 62, 000 28, 800 | —33, 200 e 
= | } = = —— = ——————— W 
Appropriation or estimate * ci sinter: Ao Rah: 185, 000 | 111, 000 | —74, 000 re 
eidecetanianiebieiie een ea jhcecnacapilasauhiaita oO} 
p 
Pic FOIOURDL  ROPUIODD odin ciate ele gee A Ee $82, 200 t! 
This estimate provides for the continuation of a permanent professional staff d 
of three men (Executive Director, Deputy Executive Director, and Research 
Assistant). 
In addition, provision is made for a small staff to serve the five Commis- t 
sioners and the three professional staff members. Certain routine housekeeping t 
services (accounting, payroll, procurement, security clearances, personnel actions é 






paperwork, and the like) will continue to be furnished to the Commission by 
the National Security Resources Board. Such an arrangement is more eco- 
nomical than if the Commission hired all its own specialists for this work. 
Under our agreement with the NSRB the Commission will reimburse the Re- 
sources Board for administrative services only to the extent that NSRB may 
be required to incur additional costs in providing such services to the NSTC. 
Some of the tasks on which the Commissioners and their professional staff will 
be engaged during the interim period before the Universal Military Training 
Program begins are as follows: 

1. A detailed, continuing study of inspection systems and methods will be 
made. 

2. Inspection forms, check sheets and instruction pamphlets for inspectors 
will he developed. 
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3. Development of criteria for selection of best qualified inspectional staff. 

4. Methods to improve Troop Information and Education Program will be 
studied. 

5. Methods for improving the Character Guidance Program will be studied. 

6. A continuing study will be made of the operation of the Uniform Code of 
Military Justice. 
B. Miscellaneous other objects $28, 800 

These expenses for the Commission are related to the total personnel strength 
required during the period covered by this estimate. Except for travel of the 
Commissioners to attend Commission meetings and continued payment of rent 
for office space (no free space yet available), it will be observed that other 
objects have been severely curtailed in 1953 as contrasted with fiscal 1952 
costs. Only the most rigorous economy measures can make it possible to live 
within the reduced estimates for these other objects. The Commission intends 
to exert every possible effort to conduct its official businéss at the lowest possible 
cost to the taxpayer. 


ORGANIZATION OF THE COMMISSION'S STAFF 


The primary function of the Commission will be that of inspection and re- 
porting. Therefore, the bulk of the Commission's staff will be employed in in- 
spection work. . 

Since the submission of our Report to the Congress on October 29, 1951, the 
Commissicn’s thought on the organization of its staff has undergone a change. 
The reason for this change is that a detailed study of inspection systems has 
convinced us that our staff organization as outlined in our original report is 
unrealistic. 

You will note on page 54 of our report that our original organization plan 
called for the five Commissioners to have directly under them an Executive 
Director, who would have under his direction a general counsel, a director of 
program analysis, and a director of inspection. 

The Director of Inspection was to have charge of the entire inspection service 
and the traveling inspectors. The director of program analysis was to have 
under his direction a group of analysts and writers who would review and 
analyze the inspection reports and prepare reports on the program. The general 
counsel was to offer legal advice and draft legislative recommendations. 

Our study of inspection systems and methods indicates that an Office of Pro- 
gram Analysis would not only mean unnecessary duplication but would also be 
undesirable. A group of analysts and workers who sit at their desks in Wash- 
ington and receive a series of reports written by men who have been in the field 
on the scene, cannot adequately envision the problems in the field. We feel that 
experience with bureaucracy indicates that by the time a traveling inspector 
writes his reports and sends them through the hands of from three to ten inter- 
mediaries, the final report may well bear but a coincidental resemblance to the 
original report. 

We, as Commissioners, want the facts. We want those facts are directly as 
possible from the men who personally observe those facts. We feel that it is 
the Commission’s role, not the role of a few employees, to analyze, review, and 
draw conclusions from the basie facts as presented by the inspector. 

We do not need an intermediary to interpret them for us. 

We also feel that in the foreseeable future there will be no need for a full- 
time general counsel as our legal problems will not be many. Other staff mem- 
bers, perhaps the executive director or the director of inspection, will also be 
attorneys and can easily handle the function of general counsel. 

Therefore, our present organization calls for the following: 

A director of inspection, who will have under his supervision a group of travel- 
ing inspectors who will go into the field and visit each installation twice each 
year, writing reports on conditions at those installations. These inspectors 
will spend about one-third of their time in the field and two-thirds of their time 
in the Washington headquarters of the Commission. While in Washington they 
will write their final reports on the installations which they have inspected. At 
the same time they will critically review and offer suggestions to each of the other 
inspectors on reports which the other inspectors have written, thereby furnishing 
a review and analysis of other inspection reports. However, this review and 
analysis will be not by desk-bound scholars but by practical experts who have 
been in the field and personally know the problems encountered. 
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The director of inspections will assemble these reports in a form convenient for 
submission to the Commission. 

These inspection reports. will then go to the office of the executive director 
who will do such polishing as is necessary before submission of the reports to 
the Commissioners. 

The Commissioners will then study the final reports, making an analysis 
thereof, and then send them back to the executive director for the writing of 
the final report to the Congress. 

It will be our policy to see that the final report is factual and is as close to the 
content of the original inspection reports as is possible. We feel that this is 
desirable, since in the last analysis you, as Members of Congress, will desire to 
review, analyze, and evaluate these reports in order to determine what further 
action, if any, is necessary. 

By knocking out the superfluous Office of Program Analysis and General 
Counsel, the Commission will save the salaries of some 6 to 20 employees and 
will thus lessen the overall cost of UMT. 

The general manager for the Commission will be the executive director. Ile 
will have on his immediate staff assistants whose duties will be to assist in the 
preparation of reports to the Congress, and to maintain close liaison with the 
Congress, the Department of Defense, the Selective Service System, the Depart 
ment of Labor, and other interested Government agencies. 

If it is determined that the Commission is to exercise a review of the budget 
for the corps, one staff member in the office of the executive director will have as 
his chief duty the detailed review of the budget estimates of the Secretary of 
Defense as they relate to the corps. 

The staff of the Commission, including clerical assistance, should probably 
never exceed about fifty people. Those working in the inspection system will 
comprise most of our employees. At the present time we estimate that only 12 
to 18 traveling inspectors will be necessary even under full implementation—a 
small number, indeed, considering the importance of their job. 

We certainly intend to see that there is no bureaucratic overlapping of duties 
in the Commission, or, on the other hand, no blind compartmentation. We 
desire that all members of the Commission's staff be capable of conducting 
inspections, not just the members of the inspection system. 

Through this simplified organization and a small competent and well-paid staff, 
we believe that our duties to the Congress and to the President can be more than 
adequately fulfilled. 


REIMBURSEMENTS 


Mr. WiccitEswortn. You state on page 6 (reading) : 


Under our agreement with the NSRB the Commission will reimburse the Re- 
sources Board for administrative services only to the extent that NSRB may be 
required to incur additional costs in providing such services to the NSTC. 

Does that mean that you expect part-time personnel from the NSRB? 

Mr. Wapswortu. We do not. The NSRB is looking after little 
matters for us, such as the passing through of vouchers; providing 
security guards, which, incidentally, we do not require to a great 
extent now, but we may later. We reimburse the NSRB for the ex- 
penses they are subjected to, and those estimated reimbursements are 
included in these estimates of expenditure. 

Mr. Wiacieswortn. Does that appear under the item payments to 
other agencies, $15,961 ? 

Mr, Wapsworrtn. Part of that item of $15,961 is the reimbursement 
to the Navy Department for the pay of Admiral Kinkaid, he having 
been ordered to active duty and assigned to duty with us. 

Referring again to the NSRB, we are conscious of the fact that we 
may owe them a little money. They have not billed us yet. I would 
like to say to you, however, that the functions they perform for us on 
a very small scale have not resulted in their employing any additional 
help. Itisa matter merely of convenience. 
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Mr. Taper. sae 4 anaiet not to be reimbursed unless they have em- 
ployed additional he 

Mr. WabswortH. Trey will not be unless they do. 

Mr. Taser. So far they are stymied ? 

Mr. Wapvsworrn. They have not cost the Government anything as 
they have helped us. It is on a very, very small scale. 


NECESSITY FOR SUPPLEMENTAL 


Mr. Scrivner. I understood you to say, depending on what law 
might be enacted, you would of necessity probably be in here for a 
| Kn Nees appropriation during the fal year. 

. WapswortH. Yes. 

Mr. Sorrvner. Do you have any idea what that supplemental re- 
quest might be ? 

Mr. Wavsworru. We have no possible way of guessing, sir. We 
do not know what action, if any, the Congress will take. 

Mr. Scrivner. Do you mean that you have not made any estimate 
what the cost will be if UMT is enacted as now suggested ? 

Mr. Wapswortu, There areso many plans suggested. At what date, 
for example? After July 1, next, or possibly “before July next as a 
part of the fiscal year 1952?’ Would it be in the autumn or the fol- 
lowing spring, and in what numbers? We have no means of telling. 
As soon as the Congress acts on that matter we will be able very, 
very promptly to estimate what the supplemental appropriation bill 
should be. 

Mr. Scrivner. Have you not made any conjectures upon the pos- 
sible cost ? 

Mr. Wapswortu. No conjecture we could put into a budget esti- 
mate, or make officially before a committee of Congress. 

Mr.. Scrivner. Has the Commission given any of the committees 
of Congress any picture of what the cost may be? 

Mr. Wapswortu. Some figures have been given with respect, for 
example, to the implementation of UMT with 60,000 men. 


ANTICIPATED COST 


Mr. Scrivner. Let us assume that. If that were true, what would 
your supplemental request call for ? 

Mr. Wapswortu. If the 60,000 were continued throughout a yea 
of 12 months, my recollection is it would cost about 5179,000.000, 
but that will come under the Department of Defense. In our budget 
we will never ask for money to support UMT. We are asking only 
for money to keep our Commission going. 

The Commission’s cost we estimate—and of course this is merely 
an estimate which is not reliable—will run up to about $300,000. 
That would be largely expended in the employment of a staff of 
inspectors because andes Public Law 51 we are held responsible for 
the over-all supervision of any such program, and we are asking in 
our pending legislation that in order to perform that function prop- 
erly we be authorized to employ inspectors of our own choosin 
taking orders from us alone, whose duty it will be to go eebouk 
every camp and have access to every person in the camp and all 
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accounts and files and report back to us so that we in turn can report 
to the Congress once every 6 months according to Public Law 51 
just how the show is running. Without those inspectors we cannot 
do it. 

Mr. Scrivner. That would be the major item in your supplemental / 

Mr. Wapswortn. That would be the largest single item over and 
above these items that are already listed here. 

Mr. Manon. Mr. Shelton, there would be a travel item in this in 
— to that? 

Mr. Suetton. The inspectors’ travel expenses, would be additional. 
These expenses possibly would not be too great but would be much more 
substantial than we now hawe for travel. 

Mr. WapswortH. We figure, if it is of interest to the committee, if 
UMT should start with one of the suggested numbers, 60,000, we would 
need about 12 to 14 inspectors. If it should go to its full size, up 
to 800,000, we figure that we would need from 18 to 20 inspectors. Our 
biggest single item of expense would be the inspection service, and 
that includes not only the salaries of the inspectors but their traveling 
expenses. ‘They must be reliable men. 

Mr. Manon. Thank you very much for your appearance here. It 
is heartening to be presented with a budget of such relatively small 
dimensions. 

Mr. Wapswortu. Out of the appropriations made to us covering the 
fiscal year that we are now leaving, we estimate we will return to the 
Treasur y of the United States about $25,000. 


Ares TO Hien Rankine Orricers on Inactive Duty 


Mr. Manon. Gentlemen of the committee, some question has been 
raised in the hearings in connection with military personnel — 
to high ranking officers who are not on active duty. I personally feel 
that this type of assignment of military personnel should be discon- 
tinued or modified appropriately. The attached information has 
been supplied by the Department of Defense in regard to this matter : 


1 major (20 percent of time) : 
NE Se ‘ ee $1, 043. 00 
Quarters —-_--- 252. 00 
Subsistence _ 100. 80 


With reference to the service now being performed by these generals for the 
Department of Defense, it is understood that General MacArthur is not at 
present rendering any day to day or week to week advisory service. General 
Marshall, on the other hand, is chairman of the American Battle Monuments 
Commission and in addition thereto performs frequent services in an advisory 
capacity upon call of the Office of the Secretary of Defense. 

As a matter of record, there have been only five Generals of the Army, but by 
law, Generals of the Army do not retire except upon specific request. In their 
eapacity as Generals of the Army they have continuing duties long after they 
have left official office and it is believed that they should be afforded some 
assistance. General officers of lesser rank receive no assistance and have no 
aides or staff on retirement. 

If I ean furnish any additional information, I shall be mast happy to do so. 

Sincerely, 
G. H. DecKER, 
Major General, G8, 
Chief, Budget Division, OCA. 
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Marcu 12, 1952. 
Hon. GEORGE MAHON, 
House of Representatives. 

Dear Mr. MAHON: This is in reply to your letters of February 23 and March 7, 
1952, in which you requested certain information pertaining to the legislative 
basis for supplying of aides to Generals of the Army who are inactive, amounts 
of money included in the current bill for the pay of such aides and whether these 
inactive general officers are performing a day-to-day or week-to-week service in 
an advisory capacity for the Department of Defense. 

There is no specific statutory basis for supplying aides to inactive generals; 
however, personal assistance has been made available to them in accordance 
with policy established in 1946 when the rank of General of the Army became 
a permanent one. This policy is applicable to all Generals of the Army when they 
are not commanding troops or performing official duties for the Government. 

Money in the current bill is not specifically set out for aides’ pay and allow- 
ances but is included in the over-all total under the military personnel, Army, 
apropriation. The amount included therein for such pay is approximately 
$23,100, broken down as follows: 


Aides to General MacArthur: 
1 colonel: 
ay - 
Subsistence_ 
Quarters___- 
1 warrt int officer (ig) 
«ee eRe ana 
Subsistence_. : 
RE seca te Ae A Rls SORES 
1 sergeant Ist class: 


ty Se I PAE 
Subsistence 
Aides to General Marshall: 
1 — —— (full time) : 
Pa 
Guaitioe 
Subsistence 


DEPARTMENT OF THE NAVY, 
OFFICE OF THE COMPTROLLER, 
Washington 25, D. C., March 4, 1952 
Hon. GrorGe MAHON, 
Chairman, Department of Defense Subcommittee, 
House Appropriations Committee, Washington 25, D.C. 
My DeAR Mr. CHAIRMAN: In reply to your inquiry of February 27, 1952, the 
following information is furnished concerning amounts budgeted for military 
aides to inactive officers of the Navy and Marine Corps for fiscal year 1953: 





Description | Amount Appropriation 


For Fleet Admiral Nimitz: 1 Marine Corps sergeant Vs $4,277 | Military personnel, Marine Corps. 
For Fleet Admiral King: | 
1 commander, 1 lieutenant (j. g.), 1 steward 
1 Marine Corps master sergeant. __- | 
For Fleet Admiral Leahy (on special assignment for the | 
President): } 
1 commander, 1 lieutenant commander, 1 chief yeo- 3,703 | Military personnel, Navy. 
man, 2 stewards. 
1 Marine Corps master sergeant. -_- , 222 | Military personnel, Marine Corps. 
For Fleet Admiral Halsey (retired): 1 ensign, 1 chie f yeom: an 7,636 | Military personnel, Navy. 
For General Vandergrift, USMC (retired): 1 Marine Corps ,575 | Military personnel, Marine Corps. 
master sergeant. 


15,592 | Military personnel, Navy. 
4,663 | Military personnel, Marine C orps. 
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The pay and allowances of the above personnel are included in the overall 
justifications for pay and allowances of military personnel, for the Navy and 
Marine Corps, respectively ; no specific itemization of these personnel is presented 
within the total justifications. 

If there is any further information you should like to have, I shall be glad to 
be of assistance. 

Sincerely, 


E. W. CLexTon, 
Rear Admiral, USN, 
Assistant Comptroller, 
Director of Budget and Reports. 


Mr. Manon. Information from the Department of the Air Force 
indicates that they have no funds in the 1953 Budget for pay of 
civilian or military aides assigned to inactive officers. 
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